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Abstract	
 
The Chinese market attracts a rising number of foreign firms, as they see great business potential. 

However, conducting business in the Asian country differs significantly from how it is done in the 

West. Many Western scholars and business practitioners have annotated that conducting business in 

China is not only unfamiliar but moreover complex and time consuming. Western firms are advised 

to address the unique aspects in order to reduce failure. This study examines the role of guanxi as a 

pervasive phenomenon of the Chinese culture, which can shortly be described as relationship 

building with the continued exchange of mutual favours. Previous studies have mostly focused on 

business-to-government guanxi and only limited studies have been cross-culturally examined the 

phenomenon’s impact on firm performance in business-to-business relations. To help address this 

issue, the purpose of this study is to provide a richer understanding of how guanxi impacts firm 

performance. By conducting in-depth, semi-structured interviews with both Austrian industrial 

companies with a subsidiary in China and a Shanghai based Economic Advisor, this study uncovers 

that guanxi is a double-edged sword when it comes to its impact on foreign firm performance. 

While guanxi is perceived as a prerequisite for doing business in China, as it provides benefits like 

access to the market, business networks and resources, the phenomenon’s complexity and 

particularities of the Chinese culture however entails potential risks, which particularly impair 

foreign firms. This study provides business practitioners, particularly those coming from Western 

countries, with valuable practical insight and helps them to successfully adapt to the unfamiliar 

business environment of China.  
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1.	Introduction	
China opened its doors to international trade in 1978 when the country’s liberalization took place 

(Gold, Guthrie & Wank, 2002). The country has progressed from a centrally planned to a market-

oriented economy, in which the state operates parallel to the private sector. Up to now, the path of 

the country’s economic reforms has been prosperous and lifted China from an agriculture-based 

nation to a modern industrialized country. China is now the biggest emerging market in the world 

and the world’s second-largest economy (World Bank, 2017). Economic growth and progress have 

been the government’s main priority and led to a breath-taking GDP growth rate steadily above 6% 

in recent history (worldbank.org). As a result of the country’s enormous potential and its 

attractiveness to foreign firms, more attention has to be given to the distinct aspects of conducting 

business in China (Luo, 1997). One particularity has been the subject of academic discussion in 

recent decades, which is guanxi. 

 

Western firms have not always been successful in China, which is often blamed on the cultural and 

institutional differences (Jia & Rutherford, 2010). A major distinction between Western and 

Chinese business conduct is the role of relations (Wang, 2007). Vanhonacker (2004: 49) underlines 

that “personal relationships are central to every aspect of Chinese society, including business”. 

Especially guanxi (关系) is until today one of the most discussed and opaque aspects of China 

(Park & Luo, 2001). In a nutshell, the Chinese word, which is pronounced gwan-shee, refers to 

‘interpersonal relationships’ based on trust, affection and reciprocal obligations and has 

implications for both social behaviour and business practice (Park & Luo, 2001). 

 

The core elements of guanxi are said to date back to the teachings of Confucius, who classified 

societal norms, principles and structures of power that have deeply influenced China’s culture (Park 

& Luo, 2001). Confucius’s teachings assume that people exist in a web of orderly relationships 

(Luo, 1997), functioning like a clan-like network (Park & Luo, 2001). Where people should act in 

accordance with traditional social rules and values (Chen and Chen, 2004). Accordingly, many 

scholars consider guanxi as a key concept for why some things work in China and others do not 

(e.g. Peng & Luo, 2000). Relationships are fundamental to accomplishing tasks in almost any areas 

of social- and economic life in China (Gold et al., 2002). 
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Some research considers firms as independent units, trying to gain a competitive advantage from 

either “external industry sources or from internal resources and capabilities” (Gulati, Nohria & 

Zaheer, 2000, p. 203). Nevertheless, this image is no longer prevalent in a world where firms form 

networks with other organizations in order to achieve their objectives (Gulati et al., 2000). Guanxi 

has been advocated as a relationship lubricant that increases efficiency and effectiveness of business 

operations (Luo, 1997). There is empirical evidence that suggests a positive relation between guanxi 

and firm performance (Hwang, Golemon, Chen, Wang & Hung, 2008). 

 

Also Austria has discovered the potential of the Chinese market. With a bilateral trade volume of 

around €11.3 billion in 2016, China is by far Austria's most important trading partner in Asia 

(WKO, 2017). In 2016, more than 500 Austrian firms from various industries have been operating 

in China (Advantage Austria, 2017). Hence, the Chinese market is very relevant for Austrian firms, 

with promising potential for sustainable growth rates (WKO, 2017). However, many Western firms 

have already made painful experiences in trying to gain a foothold in China, partly due to cultural 

and institutional differences but also because the importance of guanxi has been underestimated or 

wrongly put into practice. Guanxi relations are usually closed to outsiders, fragile in nature and 

costly to establish (Wang, 2007; White, 2006; Tsang, 1998). When used in the wrong way, guanxi 

can even be related to bribery or corruption (Davies, Leung, Luk & Wong, 1995). 

 

In general, guanxi research has moved from anthropological and sociological studies towards more 

business- and management-focused studies, as it seems vital to look further into the indigenous 

Chinese business practice that could facilitate or hinder firm performance. 

1.1 Emergent Research Problem 
Guanxi as a particular Chinese phenomenon has attracted rising attention among scholars. A 

multitude of scholars contribute to the understanding of the phenomenon by comparing cultural 

differences (Jansson, Johanson & Ramström, 2007), differences in business conduct (Wang, 2007) 

or by focusing on the factors influencing the quality of B2B guanxi (Vanhonacker, 2004). They 

provide valuable insights and deepen the understanding of guanxi practices by using a multi-

dimensional approach when examining guanxi (e.g. Du, Guo, Zhang, 2013). Nevertheless, many 

scholars emphasize the theoretical study of guanxi without applying it to real-world business 

practice. 
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Gao, Knight, and Ballantyne (2012) suggest that guanxi studies should adopt a cross-cultural point 

of view in order to understand cultural differences, as this is relatively poorly understood. Park and 

Luo (2001, p, 474) agree, arguing that cross-cultural guanxi research is a topic that needs further 

investigation, so foreigners are “able to fully grasp the role of guanxi in Chinese society”. In order 

to analyse cross-cultural relationships, it seems especially inevitable for scholars to understand 

cultural differences, as ignoring cultural differences can lead to failure (Luo, 1997). Previous 

studies have mainly focused on Chinese firms, to the neglect of foreign firms in China, which 

represents a significant research gap (Murray & Fu, 2016). 

 

Also, existing literature shows that scholars have looked into the pervasive Chinese business 

practice of guanxi with a focus on how to understand, establish, and manage guanxi in China 

(Vanhonacker, 2004) or the changing role of guanxi in the fast-paced Chinese business environment 

(Luo, Huang & Wang, 2012). But most of these studies have been static in nature. Previous 

research has often focused on the benefits guanxi has on firms without taking the risks into 

consideration (Luo et al., 2012).  

 

A theoretical gap is found. First, cross-cultural guanxi research has not sufficiently been done yet. 

Second, there is limited empirical research on the factors that positively and negatively influence 

the performance of firms engaging in guanxi relations. Therefore, the primary purpose of this study 

is to examine the various aspects of Austrian firms’ guanxi management and how this positively or 

negatively influences firm performance, which holds a strong significance for business success in 

China. This study focuses on inter-firm guanxi, which takes place between firms and external 

business partners, instead of guanxi relations with government officials.  

1.2 Research Question 
Given the presented research gap, the following research question has been formulated: 

 

« (How) can interpersonal relationships (guanxi) impact the performance of Austrian firms 

operating in China? » 

 

In order to gain a thorough understanding of guanxi and how it impacts the performance of Austrian 

firms, three sub-RQs are added to the main research question: 
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• How are Austrian firms experiencing guanxi in China? 

• How do Austrian firms establish and maintain their guanxi relationships? 

• What are the perceived benefits and risks for Austrian firms when engaging in inter-firm 

guanxi relationships? 

1.3 Structure of the Thesis 
Chapter 2 – The literature review provides a definition and explanation of the theories. As a point 

of departure, section 2.1 introduces the resource-based-view, which claims that firms exploit 

resources in order to achieve sustainable competitive advantage. However, critics of the RBV argue 

that firms do not have the capability to obtain all resources required internally and thus enter into 

relations with other firms. Based on this premise, the network theory will be introduced in section 

2.2. However, it is argued that firms generate value through resources embedded in their social 

networks. Hence, section 2.3 introduces the social capital theory. Critics of the RBV argue that the 

theory does not provide a full picture of a firm’s external environment. In order to circumvent this 

criticism, the much-cited institutional-based-view will be introduced in section 2.4. Each theory 

provides an essential understanding for the underlying components of the guanxi-performance 

relation. 

 

When firms enter a new country, they are affected not only by institutional differences but also by 

cultural differences. Both influence the way people behave in society. Therefore, the phenomenon 

of guanxi as a precursor to understand its role in Chinese society and business conduct will be 

presented in section 2.6. Section 2.6.1 continues by explaining the origins of guanxi. Subsequently, 

section 2.6.2 introduces various definitions of guanxi sorted according to years, highlighting the 

dynamic shift this phenomenon has undergone. Thereafter, section 2.6.3 presents the principles of 

guanxi. Section 2.6.4 introduces the process of guanxi, followed by related concepts, which will be 

introduced as ‘the base of guanxi’ in section 2.6.4. Following, section 2.7 addresses the importance 

of guanxi in business and its economic value in order to provide an increasingly narrow view to this 

study. The theoretical arguments will be explained to analyse how guanxi impacts firm 

performance. Section 2.7.3 then introduces the benefits and risks of guanxi. In order to sum up the 

literature, section 2.9 operationalizes the theory by combining the chosen concepts and theories, 

and hence provides a theoretical understanding of how guanxi impacts firm performance. 
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Chapter 3 - The methodology explains how the study is designed and the research data is collected. 

Thereby, research- philosophies, approach, strategy, choices, time horizon, and techniques and 

procedures gradually reveal the core of this study’s chosen methods. 

 

Chapter 4 - The analysis is structured around the three sub-RQs: 1) the first part analyses the 

experience of Austrian firms with guanxi, including influencing factors like the country of origin, 

firm size and institutional environment. For this purpose the institutional-based-view (Peng et al., 

2009) is applied; 2) the second part analyses how Austrian firms establish and manage their guanxi 

relationships. Aim is to reveal factors that influence the quality of guanxi; 3) the third part analysis 

the perceived risks and benefits of Austrian firms with their inter-firm guanxi relationships. 

Therefore, the RBV and social capital view are applied to determine if and how resources and social 

capital is shared within the network. 

 

Chapter 5 - The discussion critically discusses the findings of the analysis with reference to the 

theoretical framework, previously introduced literature and other studies findings. This chapter will 

be structured according to the sub-RQs. 

 

Chapter 6 - The conclusion answers the research questions based on the argumentations in the 

analysis and discussion. Additionally, managerial implications, limitations and areas for further 

research are suggested. 

2. Literature Review 
This chapter presents the theories and is divided into three main parts. The first part introduces 

Western theories encompassing the RBV, network-, and social capital theory, followed by the IBV. 

The second part introduces guanxi, its related concepts and its importance for business. Thirdly, the 

operationalization illustrates how the theories are interrelated and provides a structural basis for 

the analysis.   

2.1 Resource-Based View 
The resource-based view (RBV) is a tool to analyse firm’s strategic resources that influence its 

competitive advantage. Proponents of the RBV argue that the explanation of a firm’s strengths and 

weaknesses can be found in the composition of its competencies and resources. The RBV is based 

on the underlying assumption that a firm can be viewed as a bundle of tangible and intangible assets 
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that a firm controls and uses to conceive and implement its strategies (Barney & Hesterly, 2010). 

Tangible resources are raw materials, facilities or financial capital, whereas knowledge, skills and 

information are intangible (Liao & Welsch, 2003). 

 

According to Barney and Hesterly (2010), resources can further be categorized into four categories: 

• Human resources 

• Organizational resources 

• Financial resources 

• Physical resources 

 

Firstly, human resources can take the form of knowledge, skills, experience, or the intelligence of 

individuals. Secondly, organizational resources encompass corporate culture, organizational 

structure, norms and procedures. Thirdly, financial resources include equity or retained earnings. 

Fourthly, physical resources can either take the form of tangibles or intangibles. Former includes 

land, labour, plant, equipment and goods, while the latter comprises of brand names, patents, 

copyrights or approval from government officials (Davies et al., 1995). 

 

Those resources and the particular way they are combined distinct a firm from one another and 

generate value. Thus, the aim is to strategically develop and implement a mix of resources that 

cannot be easily copied by competitors. The RBV is considered as an inside-out approach, as the 

starting point of the analysis is the firm’s internal environment. The RBV theorizes that sustainable 

competitive advantage can be achieved from valuable, rare, and inimitable resource that firms 

cultivate over time and non-substitutable (Barney & Hesterly, 2010). 

 

According to Gulati et al. (2000), scholars have generally assumed that important resources 

produced or developed within the firm. However, a new perspective assumes that it is challenging, 

time-consuming or just impossible to generate all inputs required for creating a product or service 

internally (Park & Luo, 2001). This is in line with Johanson and Vahlne (2009) who advise to 

complement the RBV with the network theory, as former ignores the influence from firms’ external 

factors. 
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2.2 Network Theory 
Networks are “patterned relationships between individuals, groups, and organisations” (Dubini and 

Aldrich (1991, p. 305). They are characterized by a set of network members, who are referred to as 

nodes, and a set of ties that connects some or all of these nodes (Gulati et al., 2000). 

 

Firms engage in a bundle of complex intra-firm, inter-firm and extra-firm networks in order to 

access resources complementary to their own (Yeung, 2005). Such networks encompass firm’s 

relationships with both horizontal and vertical firms, for example suppliers, customers, competitors 

or other entities from both other industries and other countries (Gulati et al., 2000). Holm, Eriksson 

and Johanson (1996) argue that a business relationship creates a connection in which continuous 

interaction takes place. Thus, inter-organizational ties are usually long-term oriented and 

strategically important (Gulati et al., 2000). Accordingly, relations tend to increase the 

predictability of behaviour and foster trust and reciprocity (Brass, Galaskiewicz, Greve & Tsai 

2004). By analysing those repeating transactions, mutual dependence and reputation, network 

theorists view networks as a form of governance (e.g. Jarillo, 1988; Gulati et al., 2000). 

 

Granovetter’s (1985) notion of ‘embeddedness’ contributes to the explanation of network dynamics. 

Accordingly, economic relationships between individuals and firms are embedded in social 

networks. Social embeddedness is understood as the extent to which social relationships and social, 

non-commercial networks shape firms’ economic outcome. Embeddedness exists when the social 

relationships of an individual influence a firm’s business conduct. 

 

Especially social networks embedded in businesses are increasingly gaining attention among 

scholars (Gulati et al., 2000). Jansson et al. (2007) argue that social networks are a necessity for 

business, as they are influencing every transaction. Opportunities exist in firms’ complex webs of 

social relations (Granovetter, 1985). Granovetter (2005) states three reasons why social networks 

affects economic outcomes: 1) Through the flow and quality of information, as actors rely on 

information from persons they know, 2) through an increased rewards and punishment mechanism, 

as these factors are magnified when coming from personally known people, 3) as they create trust. 

Granovetter (2005) suggests that relationships influence one’s reputation. Nevertheless, networks 

can also constraint firms, as they may no longer leave the network easily because sensitive 

information was shared. Also, networks transfer sensitive information, which could lead to 

opportunistic behaviour or unethical behaviour (Brass et al., 2004). 
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Networking relationships provide value to actors by allowing them to utilize the resources 

embedded in relationships (Adler & Kwon, 2002). Therefore, the social capital theory is introduced.  

2.3 Social Capital Theory 
The term social capital has been conceptualized as a set of resources embedded in social networks 

(Burt, 2000). According to Burt (2000), social capital is described as opportunities that individuals 

can obtain by building relationships. Fukuyama (1997) extends that it can be defined as “the 

existence of a certain set of informal values or norms shared among members of a group that 

permits cooperation among them”. Social capital is accumulated from resources through both direct 

and indirect network ties (Burt, 2000). Thus, social capital reflects the extent to which individuals 

are able to access resources available through their network of social relations (Adler and Kwon, 

2002). 

 

Social capital can be generated from different network ties for specific purposes (Burt, 2000). A 

widespread view is that actors have three levels in which social capital can be exploited, converted 

or substituted for other forms of capital like financial and human capital (Burt, 2000; Adler & 

Kwon, 2002), which are: 

 

• Individual level 

• Inter- and intra-firm level 

• National level 

 

Firstly, at the individual level, social capital can provide both tangible and intangible resources 

(Liao & Welsch, 2003). Secondly, at the inter- and intra-firm level, social capital can facilitate 

resource exchange and foster innovation through inter-firm learning (Fan, 2002a). However, 

building social capital requires considerable investment in establishing and maintaining relations 

(Adler & Kwon, 2002). Thirdly, at the national level, social capital can facilitate economic 

development and growth (Burt, 2000). 

 

While laying the groundwork for understanding why firms use networks in order to generate value, 

the RBV, network theory and social capital view do not paint a full picture of the complexity of 
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business conduct. Peng, Sun, Pinkham and Chen (2009), criticise the RBV’s lack of attention to 

context, emphasizing the importance of institutions. 

2.4 Institutional Based View 
The Institutional-Based-View (IBV) provides great value for assessing the drivers of benefits and 

risks of firm’s operations as it offers a comprehensive picture of firms’ external environment. As 

one of the leading perspectives in strategic management literature, the IBV advocates the 

importance of context for social life and economic activity. Social life and economic activity are 

carried out within the institutional framework, which sets a base for production, exchange and 

distribution. Institutions therefore significantly influence firm’s strategic choices (Peng et al., 2009), 

as they make up the “rules of the game in a society, or more formally, are the humanly devised 

constraints that shape human interaction” (North, 1990, p. 3). 

 

Institutions can have formal and informal characteristics (North, 1990). Formal institutions arise in 

the form of laws, regulations, enforcement mechanisms or political constraints. Informal define 

what is appropriate and legitimate behaviour in society, such as norms, unwritten social codes and 

customs (North, 1990). They are strongly integrated into one another and form the behaviour of 

actors in an external environment. This deep integration into society affects its norms, values and 

enforcement mechanism and thus has an influence on individuals’ and organizations’ behaviour 

(Peng, Wang & Jiang, 2008). Also, institutions vary from country to country (Peng et al., 2009). In 

contrast to developed countries, informal institutions in developing and emerging countries are 

considered far more important than formal institutions. According to North (1990) informal 

institutions predominate when formal institutions are imperfect or have not been developed yet. 

 

The RBV, Network Theory, Social capital theory and the IBV provide a framework for assessing 

the performance of Austrian firms in China. However, guanxi has wide-ranging implications in 

China. Thus, the next section introduces the important - but for Westerners often unknown – 

phenomenon of guanxi. 

2.6 Guanxi 
This section thoroughly explains the Chinese phenomenon of guanxi. Following a description of the 

concept of guanxi, including historical perspectives, a comprehensive definition, philosophical 
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perspectives and categories of guanxi networks are explained in detail before guanxi in business 

and its economic value are discussed. 

2.6.1 The Origins of guanxi 
Academic discussion differs whether guanxi is a culturally or institutionally rooted. Generally, 

guanxi can be understood within three schools of thought: 

 

• Cultural Perspective 

• Institutional Perspective 

• Social Network Perspective  

 

First, scholars describe guanxi as a phenomenon stemming from the country’s Confucian past (e.g. 

Park & Luo, 2001). The Confucian legacy advises individuals to live in harmony with each other 

and respect hierarchies and authority of all kind. Dunning and Kim (2007) highlight that the 

informality of the Chinese culture leads to networks that are more intricate in contrast to that in 

Western societies, because the social structure of rewards and sanctions is informally regulated. 

Modern Chinese society still heavily relies on its Confucian history, highlighting scholarship, hard 

work, perseverance, the saving of face (Yeung & Tung, 1996) and maintaining a good personal 

relationship (Park & Luo, 2001). As from this cultural explanation, guanxi is regard as being 

omnipresent and therefore expected to stay relevant and not recede, despite economic and political 

changes (Yang, 2002). 

 

Second, scholars view guanxi as an institutionally rooted phenomenon (e.g. Gold et al. 2002). In 

this view, people use personal connections to circumvent scarce, arbitrary or non-existing formal 

institutions (Xin & Pearce, 1996). Consequently, Chinese people often fully rely on guanxi as a 

form of protection from lacking institutional support (Yang, 1994). As shown by Horak and Klein 

(2016), the second view receives much support. This supports the prominent argument of Peng et 

al. (2008), who view the dynamic development of informal social networks as institutionally rather 

than culturally driven. Supporters of this view believe that the importance of guanxi will recede as 

formal institutions improve. 

 

Third, scholars view guanxi from a social network perspective, assuming “there is an emerging new 

form of guanxi conduct that involves knowledge and information exchange” (Guo & Miller, 2010, 
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p. 287). This approach observes how network attributes like composition, ties, content or structure 

affect individuals’ guanxi behaviour (Wellman, Wenhong & Dong, 2002). Hence, informal social 

networks may be both institutional and cultural-driven. This is in line with Dunning and Kim 

(2007), who argue that guanxi, as a social phenomenon can be comprehended within a special 

social, cultural- and institutional context. Scholars representing this view of guanxi as a social 

networks approach assume that guanxi will remain important; irrelevant in which direction China’s 

economic development is moving. 

2.6.2 The Definition of guanxi 

According to Wood, Whiteley and Zhang (2002), guanxi has no western equivalent, pointing out 

that a simple translation of the word remains inadequate. Taking the richness, versatility, and 

intricacy of the Chinese language into consideration, the multitude of implicit and explicit 

definitions of guanxi challenges scholars (Chen, Chen & Huang, 2013). Thus, various definitions 

can be found. 

 

Jacobs (1979) defines guanxi as direct particularistic ties based on shared attributes. According to 

Hwang (1987), guanxi is a reciprocal exchange between two people, namely petitioner and 

allocator. Alston (1989) views guanxi as a special relationship two persons have. Wong (1998) adds 

to the definition from Alston (1989), defining guanxi as a special kind of relationship that contains 

trust, favour, dependence and adaption. An influential definition by Pye (1992, p. 101) interprets 

guanxi as “friendship with implications of continued exchange of favours”. Accordingly, newer 

studies give attention to affection. Xin and Pearce (1996, p. 1643) refer to guanxi as a “substitute 

for formal institutional protection”. All these definitions regard guanxi as personal relationships 

with affection, often related to inherent obligations and a long-term attitude. Newer studies 

accentuate that guanxi is more complicated, defining it as a dynamic networking process, an asset 

and even as a corporate culture at the firm level. For example, Fan (2002b, p. 372) defines guanxi 

as “multiple processes, which refer to a network of social connections”. Within the literature of 

management, Lee and Humphreys (2007) define guanxi as a corporate culture, which uses long-

term personal or inter-firm ties to secure favours and for achieving mutual benefits. 

 

The definitions somewhat differ from one another as scholars from different fields of science have 

their own viewpoint on the topic of guanxi. To outline the literature, many of the scholars use 

attributes like “special relationship”, “trust”, “resource” and “network” to describe the 
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characteristics of guanxi. Nevertheless, a variety of definitions view guanxi as a kind of 

relationship, but relationships do not by implication produce guanxi (Fan, 2002b). Thus, most 

definitions leave the modes of action or the involving parties unclear. In contrast, Luo (2000, p.2) 

describes guanxi as “the concept of drawing a connection in order to secure favour in personal 

relations. It forms an intricate, pervasive relational network, which the Chinese cultivate 

energetically, subtly, and imaginatively and contains implicit mutual obligations, assurances and 

understand, and governs Chinese attitudes toward long-term social and business relationships. 

Broadly, guanxi means interpersonal linkages with the continued exchanges of favours”. 

 

Cultural 

Particularistic Ties 
Particularistic ties based on shared attributes (Jacobs, 

1979) 

Exchange 
Reciprocal exchange between two people (Hwang, 

1987) 

Friendship 
A special kind of relation that contains trust, favour, 

dependence and adaption (Wong, 1998) 

Institutional 

Relationship 
A special relationship between two persons (Alston, 

1989) 

Resource 
A substitute for the formal institutional protection 

(Xin and Pearce, 1996) 

Social Network 

Interpersonal 

linkages 

Interpersonal linkages with the continued exchanges 

of favours (Luo, 2000) 

Network 
As a multiple processes, refers to a network of social 

connections (Fan, 2002b) 

Corporate culture 

A corporate culture, which uses long-term personal 

or inter-firm ties to secure favours and for achieving 

mutual benefits (Lee and Humphreys, 2007) 

Table 1: Definitions of guanxi grouped within the schools of thoughts. Source: Own 

Compared to other definitions (see table 1), Luo’s (2000) definition emphasises that guanxi is a 

dynamic process where a long-term social connection is established and maintained using a series 

of activities. Contrary to the conventional definitions, guanxi can also occur between only two 

persons but may involve more parties at later stages and more properly the scholar explains it also 

as a business phenomenon. This popular definition is thus more suited for the purpose of this study. 
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2.6.3 The Principles of guanxi 
The different typologies of guanxi are classified into several broad categories. One of the most cited 

studies was made by Luo (1997), who classifies seven principles as a foundation stone for guanxi 

cultivation, utilisation and maintenance consistent with the philosophies of Confucianism.  

 

Even though guanxi is a regarded as highly personal, it is transferable. Unrelated individuals can 

relate by using a third party to form a link between otherwise unconnected persons, and thus enable 

the formation of a network. The success of transferability is conditional upon the quality of guanxi 

the referral shares with both parties respectively. Conversely, there is incongruity of whether guanxi 

is transferable or not. Fan (2002a) argues that whether guanxi is transferable or not depends on the 

nature of guanxi, the purpose of the relation, and the status of the referral. Firstly, as guanxi is 

personal it can only be transferred from individual to another; not to the firm. Secondly, some 

relationships are not transferable, as they seem too valuable for the individuals to share. Thirdly, 

since guanxi relations are mostly informal and not held in public, third parties often do not even 

know about this relationship. 

 

Guanxi relationships are based on social exchanges and long-term oriented. It is vital to 

understand that guanxi relationships are established and nurtured over time, often without a 

particular “need” or “use” for that relationship. As guanxi is time and effort consuming (Fan, 

2002a), Chinese view guanxi as a kind of stock, reserved in times of plenty and used in times of 

need. 

 

Guanxi is reciprocal, which means that both parties profit at some point from the mutual exchange. 

Thus, one must find a way to return a previously received favour, or fulfil a request to do so. A 

person who does not fulfil a reciprocal obligation and refuses to return a favour will lose face and 

reputation. Alston (1989) argues that the return of favours does not have to be returned in equal-

measure. However, reciprocal behaviour is usually well recorded. In order to not forget individuals 

keep track of the favours received and given; even “if the benefit is small” (Yan, 1996, 5). 

 

Furthermore, guanxi is personal. Guanxi connections are established and maintained by 

individuals, even if the relationships aim is on meeting firm’s objectives. In business, this entails 

the risk that the firm might lose guanxi if the connected person leaves (Tsang, 1998). 
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Guanxi is intangible, meaning that it is upheld by unspoken commitments, which are secured by an 

“invisible and unwritten code of reciprocity and equity” (Luo, 1997, p.44). Ignoring this 

commitment can utterly damage one’s social reputation, leading to a loss of credibility or face 

(mianzi). Face depends on a person’s status; the better a person’s prestige or reputation is, the more 

face one has, which in turn is necessary to develop and expand the guanxi network (Tsang, 1998) 

 

Guanxi is utilitarian rather than emotional. Luo (1997) claims that guanxi bonds two persons 

through the exchange of favours, which are specifically driven by personal interests. However, 

scholars’ opinions are controversial, as will be shown in section 2.6.4. 

 

Lastly, guanxi is contextual, meaning there is no rule in terms of which item should be given in 

exchange for another item; the choice is somewhat contextual and contingent. Usually, Gifts, 

favours and banquets are exchanged in guanxi relationships. Park and Luo (2001) explain that 

renqing (reciprocity) - which will be thoroughly explained in section 2.6.4 - acts as a measure to 

balance the exchanges between two parties. Overuse of personal exchanges to attain exclusive 

benefits might be contemplated as unethical behaviour. Therefore guanxi and its relation to bribery 

and corruption will be evaluated in section 2.7.4. 

 

Principle Description 

Transferable 

Long-term 

Reciprocal 

Personal 

Intangible 

Utilitarian 

Contextual 

Guanxi is transferable using a third party as a referral 

Guanxi relationships are long term oriented 

A person’s reputation is connected with reciprocal obligations 

Guanxi relations are established and maintained by individuals 

Guanxi is upheld by unspoken commitments 

Guanxi exchange is purposefully driven by personal interests 

Guanxi exchange is contextual and contingent 

Table 2: The principles of guanxi. Source: Luo, 2007 

In conclusion, guanxi is a complex phenomenon, as there are several philosophical foundations 

related to it (see Table 2). It is a dynamic process that changes and evolves over time thus it is 

important for academics and practitioners to understand the process of establishing guanxi. 
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2.6.4 The Process of guanxi 
Traditionally, social relations in China were considered to be secure only among family members 

and intimate friends. A strict distinction has been made between ‘inside’ and ‘outside’; those who 

belong to their own group of people and those who do not. According to Confucian teachings, the 

smooth functioning of government and society rests on five cardinal relations: emperor to official, 

father to son, husband to wife, elder brother to younger brother, and friend to friend (Bell, 2000). 

The importance of the position of each individual in society increases the deep sense of hierarchy; 

even in today's Chinese society (Yeung & Tung, 1996). 

 

Confucian teachings emphasize that guanxi ties with family members form the fundamental base of 

the social unit in Chinese society with unconditional loyalty (Guo & Miller, 2010). Thus, the more 

inner circle, the better the guanxi quality, characterized by a closeness and mutual trust (Yang, 

1994). Fei (1992) illustrates this in the form of concentric circles (see Figure 1) whereas close 

family members are located at the core, and colleagues, relatives, friends and other connections are 

set on more exterior circles. Figure 1 exhibits the ego-centred nature of the guanxi network with X 

as the focal person and the other letters of the alphabet depicting individuals around X. Located in 

the inner circle, A, B and C refer to X’s family base, associated with high quality guanxi. With 

individuals from circle 2, person X shares a common social tie, which could be the hometown, 

colleagues or schoolmates. Circle 3 represents the unfamiliar persons with whom no base exists and 

no interaction has taken place so far. 

 
Figure 1: The ego-centred nature of guanxi. Source: Fei, 1992 

The establishment of guanxi networks usually evolves from family guanxi ties to relatives, friends 

and other individuals. When interacting with society, an individual can further establish his/her 

guanxi relationships. Put differently, individuals naturally or conditionally extend their own guanxi 
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networks from inherent kinship ties. Therefore, in addition to inherent kinship ties, individuals 

naturally or contingently look for other guanxi ties to expand their own guanxi networks. In doing 

so, the guanxi base can be considered as an instrument, facilitating the establishment and 

maintenance of links between independent persons (Guo & Miller, 2010). 

 

Fan (2002a) views guanxi is a dynamic process, which is being used depending on certain 

conditions. Accordingly, guanxi can be initiated by two individuals and might be expanded 

endlessly long, as depicted in Figure 2. 

 

 
Figure 2: The dynamic progress of establishing guanxi. Source: Own based on Fan, 2002a 

Person A may or may not have a special relationship with B. According to Fei’s ego-centred nature 

(see Figure 1), these relationships can be among family members, friends or colleagues, 

characterized by different qualities. As stated by Luo (1997), guanxi is driven by a purpose and is 

therefore utilitarian. For example, A triggers the guanxi process by asking B for a favour. B may 

return the favour to A or could then ask C for help. C, in turn, could ask D for help. Accordingly, 

different scenarios are possible. Firstly, A could get to know C or D or both. Therefore, A is able to 

establish a new guanxi relationship with C or D through B. As shown in the graph, B, therefore, 

takes the role of an intermediary. Secondly, C and D could also remain completely unknown, as B 

was able to return the favour. Thirdly, D is also unable to help and might seek help from E. As 

relationships are continually being expanded, this results in a network that is gradually becoming 

more complex over time, which does not necessarily have to be limited within the family circles or 

friends, but can also be formed within professional networks that are still informal in nature and 

based on trust (Lindahl & Thomsen, 2003). For this reason, different types of guanxi are presented. 

 

By taking the nature, content and different purposes of guanxi relationships into consideration, 

Hwang (1987) propose a categorization of three kinds of guanxi: 
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• Socio-affective  

• Instrumental  

• Mixed 

 

This classification offers a more thorough explanation as the above introduced ‘inside’ - ‘outside’ 

explanation, as it includes human feelings and affection. 

 

Socio-affective ties are usually predetermined through family or kinship ties and involve affection 

and emotional connectedness since it is based on blood ties. These relationships are attributed, 

which means that one has no choice but to be in this kind of relationship. These ties are also called 

‘family guanxi’ by Fan (2002a) or ‘blood guanxi’ (Tsang, 1998). Instrumental guanxi usually 

involves the exchange of resources and information in a business relationship and are thus 

utilitarian.  Instrumental ties are usually acquired and can be exchange between non-family ties 

motivated by objectives of gaining benefits and rewards (Jacobs, 1979). B2B relationships are more 

willing to establish this type of guanxi by exchanging favours and gifts but usually not feelings 

(Hwang, 1987). Instrumental ties can also be called ‘business guanxi’ (Fan, 2002a). Mixed ties are 

typically a combination of both and involve the exchange of feelings as well as material advantages. 

 

It should be noted that guanxi is “far more complicated and has no clear-cut boundary between the 

three types” (Fan, 2002a, p. 12). Furthermore, guanxi as a long-term relationship between two or 

more parties may also develop from one category to another (Luo, 2000). 

2.6.5 The Base of guanxi 
Several scholars (e.g. Yen, Barnes & Wang, 2011) argue that a proper functioning of guanxi 

depends greatly on those related components such as xinyong (trust), renqing (reciprocity), ganqing 

(affection), and mianzi (face). All four components have a long history in the Chinese culture and 

social behaviour and are fundamentally important components of guanxi. 

 

Xinyong (Trust) 

In China, a trustworthy person is associated with keeping promises and following commitments. 

Wang (2007) describes xinyong as ‘trust’ while the direct translation is ‘credit’. Business relations 

are often based on trust, allowing transactions without heavy bureaucracy and contractual 

agreements (Leung, Lai, Chan & Wong, 2005). In contrast, Western firms prefer legally binding 
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and mutual contractual agreements and do not usually depend on interpersonal trust or handshake 

deals (Wang, 2007). In order to reduce fraud and to ensure certainty and order, Chinese 

businessmen even regard personal trust more important as formal legal sanctions (Tong & Yong, 

2014). The degree of trust is particularly high in inter-firm relations (Lindahl & Thomsen, 2003).  

 

Renqing (Reciprocity) 

Renqing as a social norm can be understood in two terms: ‘reciprocity’ and ‘empathy’, referring to 

either recipient or benefactor (Wang, 2007, p. 84). Reciprocity is related to the informal social norm 

the recipient is obliged to. Empathy characterizes the behaviour of the benefactor to offer financial 

and/or emotional support in case the recipient is in need (Wang, Siu & Barnes, 2008). Thus, renqing 

not only includes ethical values of obligation and reciprocity but also encourages individuals to 

treat each other with respect and pay attention to other’s feelings. 

 

The recipient of a favour is indebted to the benefactor, owing a renqing, which can be redeemed at 

any time. Therefore, renqing is usually not returned immediately, but stored in order to help out in 

case the benefactor will be in trouble. Failing to comply with renqing can ultimately lead to an 

exclusion from the relationship with all the members in the guanxi network, including loss of future 

exchange and opportunities that may have occurred (Wang, 2007). Furthermore, the individual will 

be subjected to the social sanction of losing face (diu mianzi) (Park & Luo, 2001). Therefore, 

renqing, as a morally binding obligation, facilitates long-term connections, where individuals can 

rely on others (Hwang, 1987). 

 

Ganqing (Affection) 

Ganqing refers to the emotional attachment of guanxi. It values the closeness of guanxi (Wang, 

2007), where higher affection results in a closer and more valuable guanxi. Chen and Chen (2004, 

p. 315) explain: 

 

“Ganqing refers to the degree of emotional understanding, connections and the sharing of 

feelings of happiness and fears alike. Additionally, it refers to a sense of loyalty and 

solidarity, the willingness to take care of each other under all circumstances.” 
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Chen and Chen (2004) argue that ganqing has the strongest correlation with robust guanxi and is 

thus associated with the quality of a relationship. Businessmen in China treat each other with 

affection; similar to friends. Hence, competitors cannot simply imitate B2B relations, as the sense 

of loyalty and solidarity leads to a fundamental ingredient for a successful long-term connection 

(Wang, 2007). Therefore, purely instrumental ties, as described by Hwang (1987), are less common 

in China than the socio-affective ties. Tsang (1998) points out that competitors can easily copy the 

advantages of guanxi connections without ganqing.  

 

Mianzi (face) 

The Chinese society places a great significance on face. Face can be translated as either lian or 

mianzi (Luk, Fullgrabe & Li, 1999). Rooted in Confucianism and social harmony (Dong & Lee, 

2007), face indicates an intangible form of social currency, which is affected by the prestige, 

reputation one has in the society as well as material wealth (Park & Luo, 2001). A higher level of 

employment, better performance, more skills, and the more resource one possesses increase one’s 

mianzi. Chinese culture emphasizes the importance of high-value networks, clans and communities. 

From this standpoint, it is essential to maintain a certain level of mianzi in order to develop and 

expand a suitable guanxi network and tap into other’s social resources (Yeung & Tung, 1996).  

 

Face can be given (gei mianzi), gained (zengjia mianzi), or lost (diu mianzi). For example, mianzi 

may decrease when a person loses wealth or breaches distinct codified social practices. Such a case 

is referred to as diu mianzi, meaning loosing face. A ‘loss of face’ can result in fewer or in the 

worst case no future transactions with other guanxi members (Wang, 2007). Subsequently, a 

substantial level of importance is given to ‘saving’ face (liu mianzi), as the opposite, losing face. 

Goffman (1955, p.215), who is often regarded as a forerunner of research on face (Sueda 2014), 

even exaggerated by saying that, “approved attributes and their relation to face make of every man 

his own jailer; this is a fundamental constraint.” Thus, individuals within the Confucian cultural 

society are advised to do the right things to gain face and act harmoniously and balanced within the 

guanxi networks. 

 

These foundations of guanxi are all interconnected and reflect a good quality of guanxi, which is 

especially important for business practices. The following chapter thoroughly examines the 

relevance of guanxi in business. 
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2.7 The Relevance of guanxi in Business 
Originally, guanxi evolved from the individual, social relationship. Today, guanxi relations are 

often used for business and organisational purposes.  

2.7.1 Distinction between B2B and B2G guanxi 
Existing literature on guanxi can be divided into two major categories. First, guanxi studies on the 

individual and interpersonal guanxi (e.g. Chen & Chen, 2004). Second, guanxi studies on a business 

level (e.g. Luo et al., 2012). Guanxi in business can be further divided into B2B and B2G guanxi, 

depending on the parties involved (Fan, 2002a).  

 

B2G guanxi represents a relationship between a businessperson and a government official or 

policymaker. It is claimed that China’s economic transition has brought institutional uncertainty 

(Child & Tse, 2001). So, B2G guanxi acts as a substitute for formal institutional support and is 

frequently used to avoid bureaucracy, laws and regulations (Xin & Pearce, 1996). Firms engage in 

this kind of guanxi, as a great number of Chinese authorities are deemed to arbitrarily implement 

the law (Huang, 2011). Therefore, B2G guanxi is often regarded as opportunity seeking, focusing 

on self-interest and economic enrichment (Luo, 2000). Also, B2G guanxi is sometimes considered 

as unethical (Fan, 2002a). Luo et al., (2012) claim that the country’s opening gradually improved 

formal institutional processes, leading to a decrease in the importance of B2G guanxi (Luo et al., 

2012).  

 

B2B guanxi refers to relations between two businesspersons within the same or different firms 

(Luo et al., 2012). It refers to personal relationships, “securing scarce resources, bypassing or short-

cutting the bureaucratic maze, obtaining information and privilege” (Fan, 2002a, p. 2). B2B guanxi 

can be distinguished between intra- and inter-organizational guanxi. Former is a type of relationship 

within a firm, relevant for coordinating work. Latter refers to collective interpersonal guanxi 

relations that exist among organisations (Yen, Wang & Kao, 2016). The Chinese market “has a 

network like-structure and is organized accordingly” (Jansson et al., 2007, p. 959). B2B guanxi is 

thus regarded as essential for firms, as one has to enter a guanxi network in order to do business in 

China. Current academic research on B2B guanxi seems to be consistent, highlighting its 

importance on business (e.g. Luo, 2000). However, research has revealed inconsistent results 

concerning the impact B2B guanxi has on performance (Luo et al., 2012). Scholars argue that 

guanxi can be a source of both opportunities and constraints. (e.g. Harding, 2013). It is claimed that 
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the rapidly changing Chinese society is increasingly reducing the importance of the phenomenon 

(Luo et al., 2012). When overemphasized, the gift giving and “wine and dine” component of guanxi 

can also be related to bribery or even corruption (Davies et al., 1995). 

 

This study investigates Austrian firms operating in China and their respective guanxi relationships 

with external firms. Therefore, the focus of this study lies on inter-firm guanxi relations. The 

expressions inter-firm guanxi and B2B guanxi are used interchangeable in this study. 

2.7.2	The	Benefits	of	B2B	guanxi	
In order to maintain long-term guanxi, partners have to create an interdependent relationship with 

mutual interest in continuing it. In order to establish and maintain truly unique and robust guanxi, 

the relationship should move from the impersonal to the personal level (Yeung & Tung, 1996). 

According to Luo et al., (2012, p. 140), guanxi “has been advocated as a pervasive relationship 

lubricant that helps to increase the efficiency and effectiveness of daily business operations”. In 

practice, guanxi has proven the pervasive belief among managers and consultants that it "is a 'secret' 

to corporate success in China" (Luo, 2000, p. 175). Also, previous research found that guanxi 

networks do positively impact firm performance (e.g. Park & Luo, 2001; Luo, 1997). 

 

First, guanxi acts as a source of information (Davies et al., 1995). Xinyong (trust) is an important 

element when engaging in Chinese business relationships, as personal trust serves as a foundation 

for the subsequent exchange of favours (Wang, 2007). Once trust is established, firms’ start to 

spread information through the guanxi network, which is of higher quality, the better the level of 

trust (Davies et al., 1995). 

 

Second, guanxi provides access to resources. Guanxi relies on the social obligation of reciprocity 

(Hwang, 1987). Daily business in China is viewed as a social interaction where exchange of favours 

(renqing) takes place among members of the network. The range of exchanged goods can 

differentiate from small personal presents like sports tickets, books or dinner, to business-related 

deals like better credit terms or exclusive deals. The exchange of favours and obligations serves as a 

tool to access social capital in form of resources (Peng & Luo, 2000). 

 

Third, guanxi enables firms to get access to the market (Park & Luo, 2001). Davies et al. (1995) 

contend that Chinese business relationships are usually based on personal obligations in contrast to 
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the western conduct of business, which usually chooses partners based on corporate- or brand 

image. Chinese people put one and another in different groups and treat them accordingly (Wang, 

2007). This creates certain barriers, as it can be daunting for ‘outsiders’ to access the market 

without trust (Jansson et al., 2007). Entering a guanxi network therefore enables firms to access the 

market and conduct business in China. 

 

Fourth, guanxi improves efficiency (Luo, 1997). In China transaction costs are high, as a result of 

an unstable and risky business environment without a well-defined legal framework (Luo, 2007). 

The guanxi network takes the role as a replacement for the deficient legal system (Xin & Pearce, 

1996). Therefore, guanxi increases efficiency, as there is a direct contact to another firm, based on 

trust (Luo, 1997). 

 

Fifth, firms benefit from improved legitimacy and reputation (Yang, 2011). Guanxi relationships 

are usually informal and without a contractual agreement. Wang (2007, p. 85) argues that “guanxi 

members are frequently tied through an invisible and unwritten code of reciprocity, and the 

underlying motive for reciprocal behaviours is face-saving”. Face-saving allows business partners 

to mutually trust each other and provides a safety mechanism for opportunistic behaviour (Wang, 

2007). Even though guanxi is intangible, people have to obey their commitments in order to not 

lose face and reputation (Davies et al., 1995). Since information is exchanged within the network, 

members are constantly informed whether other members follow the rules of guanxi. Also, guanxi 

networks provide information about the reputation and their previous business experience with a 

potential business partner (Wang, 2007). Hence, the guanxi network works as a guarantor for 

members interested in doing business in China, without having prior experience (Wang, 2007). 

 

Nevertheless, some firm characteristics moderate the effects of guanxi ties. Firstly, it is found that 

guanxi has a stronger impact on the performance of smaller than larger firms (Hutchings & Murray, 

2002). Secondly, guanxi has a stronger effect on firms coming from a country with a Chinese 

history or which have been active in China for some time. (Luo, 1997). Thirdly, Li, Poppo and 

Zhou (2008) found that foreign firms tend to use guanxi ties to a similar extent as local firms do. 

However, the effect of guanxi on the performance of foreign companies decreases once a certain 

threshold is reached. The scholars exhibit this relation as an inverted u-shape.  
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2.7.3	The	Risks	of	B2B	guanxi	
First, a guanxi network differentiates between ‘insider’ and ‘outsider’ and thus acts as a natural 

barrier for ‘outsiders’. Therefore, one hurdle when entering Chinese networks is that they are 

usually closed and difficult to enter (Jansson et al., 2007). In order to enter the network, it is vital to 

establish a relationship with a network insider. This creates barriers for foreign firms. In order to 

build effective relationships, it is not enough to understand the rules of doing business within the 

Chinese business environment, but to connect with a guanxi insider to join a network (Wang, 2007). 

 
Second, guanxi relationships necessitate investments in time, energy and money. Business people 

find it therefore more time- and capital consuming to do business in China (White, 2006). Guanxi 

relationships are developed and nurtured over time. Thus, strong connections are usually long-term 

oriented. In contrast to the Chinese, who are already starting to build up guanxi in their schools, this 

process is often very strenuous and challenging for foreign firms (Chen & Chen, 2004). 

Furthermore, guanxi relations are difficult to maintain and fragile due to its insecure nature. Losing 

the connection entails the risk of also losing all investments made (Tsang, 1998). 

 

Third, it is challenging with guanxi to realistically assess when an investment (e.g. favour) will be 

returned (Lee & Ellis, 2000). Westerners are accustomed to assessing the return-of-investment, and 

thus knowing when and how the benefits of the investment will materialize. In China it is 

sometimes daunting to spot the final decision-maker. Also, favours do not necessarily have to be 

returned immediately but in an indefinite period of time. 

 

Guanxi and Corruption 

Corruption in China is an issue in both, private and business conduct (Hoenig, 2006). Definitions of 

corruption vary depending on the context but usually contain activities such as bribery or 

embezzlement, misappropriation of public funds, owning enormous amounts of property coming 

from questionable sources, malpractices while performing duties and forms of immorality (Zhu, 

2017). 

 

The Chinese tradition of rule of men instead of rule by law stresses the importance of engaging in 

good relations. Hence, the borderline between guanxi and corruption, especially related to gift 

giving and bribery is blurred. Han (2016) claims that information asymmetry is one of the major 

reasons for guanxi’s popularity and many people blindly accept its unwritten codes of conducts. 
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High-ranking employees are therefore very easily tempted to engage in illegal activities, as they are 

not easy to trace. Su and Littlefield (2001) stress the problem of a hybrid socialist market economy 

that emerged after the country’s economic reform in 1978, where the exchange of money for power 

is just as common as the exchange for money and goods. The authors believe that the rise of 

capitalism triggers the usage of guanxi and thus bribery and corruption. According to Fan (2002a), 

corrupted guanxi and guanxi-based corruption are inseparable. 

 

It is vital to distinguish a legitimate guanxi practice from one that leads to corruption (Harding, 

2013). It is appropriate however to not view corruption in isolation, as it depends on the specific 

societal context. An analysis of the literature has shown that there are three different opinions 

among scholars on the question of whether guanxi is to be equated with corruption or not. 

 

Firstly, guanxi is related to corruption (e.g. Harding, 2013). According to Harding (2013, p. 138), 

“China’s methods of enforcement and identification are inconsistent, and do not provide adequate 

disincentives.” While some claim institutional voids cause corruption (Xin & Pearce, 1996), others 

see the main source of China’s corruption caused by a mixture of institutional voids, the countries 

method of anti-corruption enforcement, and it’s burdensome bureaucracy (Harding, 2013). The 

country’s institutional immaturity arises partly from the subjective application of rules and active 

interference by government and party officials (Huang, 2011). There is a shortage of professional 

personnel to implement laws and regulations. Thus, most scholars agree that the country’s 

execution of laws and regulations remains underdeveloped, most government officials still have the 

power to arbitrarily control resources and interpret regulations in their favour (Huang, 2011; Peng, 

2003). Especially the gift-giving component of guanxi is problematic (Luo, 2000), as guanxi could 

be used as a way to hide corrupt behaviour (Vanhonacker, 2004). As underlined by Huang (2011), 

this phenomenon is best explained with Rapaczynski’s (1996) “Hobbesian Problem”, which 

suggests that when most people do not abide by the law, official measures become increasingly 

ineffective, as no authority is strong enough to control everyone (Rapaczynski, 1996). 

 

Secondly, guanxi is distinguished from corruption, as renqing, xinyong and ganqing are central 

elements, which cannot be bought (Li, 2011). Accordingly, guanxi connections are trust-based 

long-term relationships, whereas bribery and corruption are based on short-term relationships that 

are solely supposed to benefit one or both parties. As Vanhonacker (2004) argues, guanxi is 
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relation-focused while corruption is transaction-focused. Granovetter (2007) argues that local 

behaviour, such as reciprocal obligations of kinship and community solidarity, might from an 

outsiders-perspective be regarded as corruption. As the author states “many actors prefer to achieve 

their goals through networks of obligation and turn to bribes or extortion only when these networks 

fail or are absent” (Granovetter, 2007, p. 167). 

 

Thirdly, guanxi is viewed as a neutral origin (Michailova & Worm, 2003). There are some scholars, 

who have highlighted the justification of ethical guanxi and unethical guanxi, and it is recognised 

that the use of guanxi is based on context. Thus, guanxi can either be a justifiable way of navigating 

through everyday work and life or a corrupt insider-based decision making solely for the elite, the 

rulers and the wealthy. According to Su and Littlefield (2001), guanxi in business can be 

categorized into two forms, which are the culturally rooted favour-seeking and the institutionally 

rooted rent-seeking guanxi. Former is viewed as an ethical standard, based on interdependence and 

sharing scarce resources in a harmonious manner, while latter is an unethical business practice, 

where power exchange for personal interests is giving rise to corruption. Even though it can be 

argued that guanxi is in certain situations ethically problematic, primarily on the basis of 

reciprocity, it is vital to remain cautious when equating guanxi with corruption (Lovett, Simmons & 

Kali, 1999). Especially renqing, trust and friendship, which are crucial elements of guanxi, cannot 

be bought. Harding (2013) explains that guanxi established with the intent of relationship building 

is regarded as justifiable. Yet, when the only purpose is to use guanxi for private and illicit benefits, 

guanxi is misused and can be regarded as corruption. Another main distinction between guanxi and 

corruption is the time aspect. Guanxi in business is regarded as building a long-term relationship, 

which is used repeatedly due to reciprocity but without having a specific date. Corruption, on the 

other hand, is usually short- and one-term transaction and the reimbursement is usually provided 

without delay (Harding, 2013). 

2.9 Operationalization of the Theory 

In this section, I present the theoretical framework, in which I portray how the theories I have 

introduced in the previous chapter can be connected to each. Subsequently, the theories are 

operationalized in order to obtain a clearer understanding of how guanxi works and more 

importantly how it ultimately impacts firm performance. As a result, this chapter provides a 

theoretical base for answering this study’s RQ. The linkage between the different concepts and 

theories and the stages needed so that guanxi influences firm performance is depicted in Figure 3. 
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The process of establishing a guanxi network starts with the identification of a suitable guanxi 

partner. Guanxi is initiated by two individuals who may or may not have a special relationship with 

each other (Fei, 1992).1 The chain of relations can be endlessly long, which exhibits that one 

relation can open the door to a whole network (Fan, 2002a). Accordingly, the more embedded one 

is in the guanxi network, the more possibilities it obtains. Guanxi networks are personal but 

employees and managers form social ties with individuals from other firms in order to exchange 

favours and reciprocal obligations, in order to meet organizational goals. They thereby transfer 

guanxi from a personal to firm level. 

 

The ‘base of guanxi’ refers to interrelated and critical factors that govern guanxi relations. Four 

factors are particularly important for a good guanxi relation: 

 

• Xinyong (trust) 

• Ganqing (affection)  

• Renqing (reciprocity) 

• Mianzi (face)  

 

They affect the way in which individuals in inter-firm relations deal with each other. Xinyong is 

claimed to be imperative in order to overcome uncertainty (Yang, 2002) and distrust related to 

business transactions (Park & Luo, 2001). As Vanhonacker (2004) explains it is more important to 

recognize what one knows about the counterpart, instead of just considering him/her as a valuable 

person. Ganqing therefore strengthens the relation as it leads to personal feelings within the 

relationship. Renqing is viewed as essential for guanxi in business as the “continued exchange of 

favours” fosters the exchange of information and resources in the form of social capital (Luo, 2000, 

p.2; Peng & Luo, 2000). Maintaining mianzi is deemed as essential in the Chinese culture and 

therefore within guanxi networks as it affects one’s reputation. All factors are interrelated and a 

decline in the amount of one factor can have wide-ranging effect on others. The purpose of social 

interactions is to improve the quality of B2B guanxi. As explained, guanxi is a continuous and 

mutual exchange between two individuals (Fan, 2002a). According to Chen and Chen (2004) social 

interactions can involve gift giving, dinners, banquets and informal meetings. It should be noted 
                                                
1 See section 2.6.4 
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that a lot of negotiations take place dinners, banquets and social gatherings. Yet, treating each other 

more like friends than just business partners by sharing feelings or talking about private interests 

turns the impersonal business relationship into a more personal, robust and valuable is fundamental 

for guanxi (Wang, 2007). Attending or organizing social interactions shows enthusiasm and 

positively influences the factors from the ‘base of guanxi’. They serve as additions but not as 

substitutes for other factors of the ‘base of guanxi’ and in order to not be related to bribery or 

corruption should not be overemphasized (Granovetter, 2007). 

 

Influencing factors are referred to factors such as the formal and informal institutional 

environment as well as the country of origin. Both factors are important to analyse, as “networks 

both influence and are influenced by various elements in their environment” (Jansson et al., 2007, p. 

955). These elements are: 

 

• Institutional environment 

• Culture 

• Country of origin 

 

The institutional environment in the Western world is stable, strong and transparent, which is why 

firms rely on it. On the contrast, China is deemed with lacking support of formal institutions 

(Jansson et al., 2007). The IBV suggests that institutions vary from country to country. Especially 

when doing business in a foreign country, it is advocated to take the institutional environment into 

consideration, as both formal and informal institutions shape social and economic activity (Peng, et 

al., 2009). It is argued that personal relationships act as a way of establishing trust among each 

other, when formal institutions are weak (Gold et al. 2002). Therefore, the institutional environment 

is included, as it could influence the performance of firms in China. 

 

Especially informal institutions, like culture, should not be treated as a sole background condition, 

as they significantly shape the way, business in a country is conducted (Peng, et al., 2009). 

Therefore, culture is included in the operationalization, as "there is a widespread belief that guanxi 

and the related network-based strategies are products of the unique Chinese (or Asian) culture that 

favours collectivism” (Peng, et al, 2009, p. 69). Furthermore, several cultural particularities like the 

strong sense of hierarchies can influence the process of guanxi (Yeung & Tung, 1996). 
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As found by Luo (1997), country of origin has an influence on the guanxi - performance relation. 

Especially for foreign firms, it can be even more time consuming, as Chinese business networks are 

usually closed and opaque to outsider firms (Jansson et al., 2007). Accordingly, western firms are 

expected to show a great amount of effort and large investments in the Chinese business network in 

order to be accepted as a legitimate counterpart (Jansson et al., 2007). It can also be challenging for 

firms to find the right partner, whom they can trust. As guanxi stresses the importance of trust, it 

may lead to challenges for outsider firms, as they are not able to enter a network. 

 

Guanxi exchange is referred to the state when guanxi is already established and where the 

exchange of favours and resources takes place. Following theories facilitate the understanding of 

the role of guanxi and its impact on firm performance: 

 

• Network theory 

• Social capital theory 

• Resource-based view  

 

Personal inter-firm relationships are established as they can have a major impact on a firm’s success 

or failure when operating in China (Luo, 1997). Applying the network perspective to guanxi, I 

argue that managers form social ties and networks in order to exchange favours and reciprocal 

obligations to achieve their firm’s goals. They serve as agents for their firms and thereby transfer 

guanxi from a personal to corporate level. Luo and Huang (2012) argue that the inter-firm 

relationships created by employees with other employees transfer social capital to the organizations, 

which they are employed by. Employees’ acquire social capital by exploiting their personal guanxi 

networks through the exchange of favours and reciprocal obligations in order to meet their 

organization’s targets (Peng & Luo, 2000). As stated, social capital can provide access to resources. 

Accordingly, the network theory is used, as firms engage in networking activities in order to acquire 

social capital, which can take the form o tangible and intangible resources (RBV). 

 

Firms may benefit from guanxi networks by acquiring social capital in the form tangible and 

intangible resources (Burt, 2000). Intangible resources can be information while tangible resources 

can be materials or capital (Liao & Welsch, 2003). Guanxi may also provide access to the Chinese 
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market and thereby new business opportunities (Park & Luo, 2001). Furthermore, sustained social 

networks may increase legitimacy and reputation (Granovetter, 1985). On the other hand, guanxi 

entails risks, as it can be very strenuous for foreign firms to enter a Chinese business network as 

they are usually closed for outsiders (Jansson et al., 2007). Also, establishing a network of relations 

can be time and capital intensive (Adler & Kwon, 2002). Depending on the strengths of the ties, 

firms may fear the risk of opportunistic behaviour (Brass et al, 2004) or losing the connection when 

people are leaving the firm (Tsang, 1998). Network exchange also entails the danger of bribery and 

corruption when overemphasized or used in the wrong way (Granovetter, 2007). 

 

The balance between benefit and risk then determines the impact of guanxi on firm performance. It 

is important to keep in mind that firms not only take the benefits and risks in the end but already in 

the course of the entire process of establishing and maintaining guanxi. As all these factors are 

interrelated, some benefits and risks change their importance, for example when the network 

reaches a certain size or when factors like trust or affection are improved through more social 

interaction. Figure 3 illustrates this interrelationship. 

 

 
Figure 3: Operationalization of the theory. Source: Own 
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The theoretical findings have shown that engaging in guanxi relations seems to be a prerequisite for 

conducting business in China. The stages of establishing guanxi until it influences firm performance 

can be summarized as follows. At the very beginning, foreign firms identify a suitable guanxi 

partner and then find common bases or use an intermediary for getting in contact. These inter-firm 

relationships are initiated by two individuals and might be expanded endlessly long as the network 

grows. The dynamic process of establishing guanxi is influenced by several factors, which affect 

the strength of the relationship. The factors of the ‘base of guanxi’ are deeply rooted in the Chinese 

culture and therefore considerably affect the process of establishing guanxi. Social interactions are 

used to strengthen the relation. Several factors can facilitate or complicate this process. Influencing 

factors (Institutions, culture and country of origin) are found to have an impact on the way guanxi is 

established and have to be taken into consideration; especially from foreign firms. As soon as 

guanxi is established, exchange takes place in the form of reciprocal obligations. Firms not only 

enjoy certain advantages within the network, like the enactment of new opportunities or reduced 

transaction costs but also access to resources and social capital. However, the process of 

establishing and maintaining guanxi relationships comes along not only benefits. As a result, 

difference between benefits and risks determines the influence of guanxi on firm performance. 

Therefore the six distinctive boxes in the figure will be analysed in order to answer the main RQ of 

how interpersonal relationships (guanxi) impact the performance of Austrian firms operating in 

China. I have developed a theoretical framework based on the findings from the literature. The six 

distinct boxes (see Figure 3) and their importance for guanxi and firm performance have been 

explained. The understanding of the process is important, as the analysis is structured accordingly. 

3. Methodology 
This section’s ambition is to present the methodological assumptions that form the foundation for 

this paper. The purpose is to clearly explain how I developed the research design and data 

collection of this thesis. Moreover, it provides a fundament for understanding the previous and 

following chapters and my line of argumentation, which allows for replication of the research 

process. In the methodological approach I explain how I achieve my research goals and in the data 

section and substantiate the choice of empirical evidence and its implementation. 

3.1 Philosophy of Science 
The philosophical assumption about the nature of reality in the surrounding world can either be 

positivism, realism, interpretivism, and pragmatism (Saunders, Lewis & Thornhill, 2009). In 
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positivism, the researcher believes reality to be observable and the findings can, at least to some 

extent, provide guidelines for similar studies. Realists regard reality as incomprehensible that exists, 

whether aware of it or not. On the contrary, interpretivists belief that reality is depending on 

subjective perception, which emphasizes the significance of understanding differences between 

individuals’ behaviour. The position of pragmatism refers to an approach where different 

philosophies are mixed, as no single perception can give the entire picture and there may be even 

multiple truths (Saunders et al., 2009). 

 

The question asked is not only in which position the researcher positions him or herself, but also 

what is being studied. As a business student, carrying out a study in the academic field of social 

sciences leaves some room for possibilities. By contrast, other fields of sciences, where specific 

subjects can be analysed in a laboratory within a coherent and stable environment, are more suited 

for a positivistic or realistic view. For example, a positivist view, which is often used to critique 

interpretivism, cannot be used for a complex phenomenon as guanxi, where individuals are 

regarded as the core of the analysis. 

 

Interpretivism is the overall theoretical viewpoint applied in this study. This approach views human 

as ‘social actors’ and takes human interests, perceptions and knowledge into consideration. 

Following this constructionism, I believe it is a suitable approach to comprehend the motivation and 

actions of the individuals and to see the world through their lens (Saunders et al., 2009). Besides, I 

also see the establishment of guanxi relations and networks, be they with other firms, government 

officials or internal meetings, as a function, depending on the circumstances and people meeting at 

a particular time and place. Thus, I aim for “culturally derived and historically situated 

interpretations of the social life-world” (Crotty, 1998, p. 67). 

 

The main disadvantage associated with interpretivism relates to its subjective nature, which could 

result in biased data on behalf of the researcher. Different individuals in the analysis could 

understand a situation in different ways, based on their own world-view, for example managers and 

government officials could value their guanxi relationship contrarily. As a result, the findings of 

this study might not be generally applicable after a certain period of time, even though the same 

prerequisites prevail. For example, the people interviewed could change their opinion and 

interpretation of guanxi in China, as they have made new experiences or acquired new knowledge. 
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Nevertheless, the business environment is fast-paced and generalized results have become less 

relevant (Saunders et al., 2009). 

3.2 Research Approach 
Starting a research project the researcher should reflect on the intention and purpose of the study. 

This assists in finding a suitable research design and strategy. The methodological approach can 

either be deductive, inductive or a combination of both. Former takes an approach where 

hypotheses are constructed on the basis of a theory, which is then tested during the course of the 

research. Thus, deduction is typically used in natural sciences where the researcher should attach 

importance to an unbiased perspective in order to uncover the cause of effects. Building on the 

hypotheses tested, generalisations can be drawn. Induction, on the other hand, supposes that theory 

follows data. It is an approach frequently used in the social sciences, as researcher’s focus is not on 

revealing causalities but rather understand the questions of ‘why’ and ‘how’. Thus, the researcher’s 

aim is to unveil new causalities. Yet, induction can sometimes be more time-consuming, as it is 

sometimes difficult to find a common pattern in the different viewpoints (Eriksson & Kovalainen, 

2008). 

 

This study’s logic of reasoning can be described as abductive, where existing theories are used and 

combined in order to explain guanxi in China. Abduction allows the social scientist to collect 

relevant observations and at the same time uses concepts from already existing knowledge and 

literature. Abduction is a form of reasoning with strong ties to induction but mixed with deduction 

as well (Bryman, 2012) and is used in order to create new knowledge through organized creativity, 

which provides additional insights into the area of study. Therefore, the researcher can take 

advantage of both existing theories as well as gathered empirical data (Dubois & Gadde, 2002). 

 

Following interpretivism, I aim to understand the social world by examining the interpretation of its 

participants (Saunders et al., 2009). The reason for selecting abductive reasoning is to be able to 

fully use and discuss the empirical interview data. Guanxi and its complex net of relationships is a 

real-life topic with numerous factors and interesting details. Thus, the subject is too complex to be 

examined using a strict deductive approach where theories are tested and from a strict inductive 

approach where fact-based theories and concepts are developed. 
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3.3 Research Strategy 
Research strategy defines which methods are used to collect data. There are numerous strategies 

that can be used, which are influenced by a variety of factors like the nature of the question, the 

purposes, the time frame and the prevailing knowledge in the research field. 

3.3.1 Case Study Design 
Grounded upon the research question, the philosophy of science, and research approach, a case 

study strategy is used. The “how” and “why” of the research questions can be ideally answered with 

a case study approach (Saunders et al., 2007). The unit of analysis of the case study are Austrian 

firms operating in China. More precisely, their inter-firm guanxi and how these impact 

performance. Factors like mechanisms of guanxi or the institutional environment serve as a 

surrounding context. A multiple-case study is regarded as more substantial and robust than a single-

case study (Yin, 2009). Accordingly, the researcher is able to compare the findings and reveal 

connections, similarities, or differences. Since the study is limited in time, this needs to be taken 

into account. The number of interviews also limited but the number of cases however is satisfactory 

given to prevailing circumstances. The aim is to gain insight and understanding; not a universally 

applicable view of the phenomenon. 

 

Using case studies allows me to not only focus on ‘hard facts’, but also on the processes and 

reasons behind them. Robson (2002, p. 178) explains case study as a strategy of “doing research, 

which involves an empirical investigation of a particular contemporary phenomenon within its real-

life context using multiple sources of evidence”. Thus, case studies are especially applicable to 

business studies, as they allow both the reader and the researcher to develop a holistic 

understanding of the research phenomenon and the context in which they are embedded. Also, it 

can provide new insights into the phenomenon under investigation (Saunders et al., 2009). 

 
Every tool has advantages but also disadvantages. To begin with, the results of case studies cannot 

be scientifically generalized. As much as they add value to the understanding of the phenomenon 

investigated, case studies are often time intensive. Also, the level of accuracy of the case study 

results can be adversely affected by the prejudices and mistakes of the researcher (Yin, 2009). 

Sections 3.8 and 3.9 explain how I aim to circumvent these disadvantages. 

3.3.2 Selection of Cases 
The case firms have been selected using purposive sampling. With this approach, I select cases by 

virtue of my judgement, which enable me to pick cases that are most suitable to answer the research 
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question. This method is used when the researcher is “working with very small samples such as in 

case study research and when the researcher wishes to select cases that are particularly informative” 

(Neuman, 2005 as cited in Saunders et al. 2009, p. 238). These are two reasons for choosing 

purposive sampling. The third reason is connected with the likelihood of the sample being 

representative. It is not sure whether the cases reflect the whole population, which is why quota 

sampling is not used. 

 

According to Saunders et al. (2009), the selection of cases should follow a strategy, which is 

contingent on the research question and objectives of the study. Before going into the field, six 

criterions were set. Accordingly, the firms should have: 

 

! A headquarter in Austria 

! Local office or subsidiary in China 

! Large MNCs 

! Manufacturing industry 

! Minimum 10 years of experience in China 

! Managers as interviewees 

 

First, firms have to be headquartered in Austrian. The second criterion is that Austrian firms need 

to have a local office/subsidiary in China. The third and fourth criterions are connected with the 

characteristics of the case firms, especially regarding industry and size. Firms operating in the 

manufacturing industry are selected, as they are usually involved in many projects, which require 

frequent contact with stakeholders. Firms were selected that fall under the Austrian definition of 

large enterprises. They have at least 250 employees and a turnover of more than 50 million euros 

per year. Fifth, in order to increase the chances that managers have already gained experience with 

guanxi, only firms with more than 10 years of experience in the Chinese market are contacted. The 

sixth criterion refers to the interview partner’s position in the firm. In order to gain a holistic view 

of the firm's relationships, interviews were conducted with leading managers. This is very important 

for the research, as it guarantees that the interviewees have sufficient experience and authority to 

talk about the topic without restrictions. 
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Potential firms were identified, using a comprehensive list of all Austrian firms doing business in 

China. This was provided by Advantage Austria, which is a department of Austria’s economic 

chamber. In total, 14 firms matched the previously defined criteria2. In the next step, all the firms 

were contacted using emails3. This provided me with five positive answers. In addition, a personal 

contact provided me a sixth interview with an advisor from Advantage Austria. With permission, all 

personal interviews have been recorded and transcribed4. 

3.3.3 Cases and Experts 
 
Six interviewees provided valuable insights to the impact of guanxi on Austrian firm performance 

(see Table 3). The different backgrounds of the interviewees allowed new perspectives to emerge. 

A comprehensive overview of the interviewees’ role and position can be found in Appendix 2.  

 

Firm Name Title / Function 
Experience 

with working 
in China 

Interview Location 

Engel Thomas 
Auböck 

Leading sales 
manager China 

6 years 
(Austrian 
national) 

22.11.17 – 
63 min On-site 

Fronius Michael 
Eberhard 

Area Sales 
Manager China 

14 years (9 
months on site 

support in 
China) 

24.11.17 – 
60 min On-site 

Fronius Christian 
Hueber 

Sales Project 
Manager for 
Automation 

Regular 
business 

conduct (3 times 
a year) 

24.11.17 – 
60 min On-site 

Company X 
Wishes to 

remain 
anonymous 

Strategic Project 
Management 
and Leader of 

Production Unit 

Regular 
business 
conduct 

(Married with a 
Chinese) 

06.12.17 – 
25 min Telephone 

Company Y 
Wishes to 

remain 
anonymous 

Global Lead 
Buyer and 
Logistics 

Project based 
visits in China 

21.12.17 – 
30 min Telephone 

ADVANTAGE 
AUSTRIA / 

Shanghai 
Lisa Kronreif 

Vice Consul of 
Economic 

Affairs 

1,5 years 
(Living and 
working in 

China) 

04.12.17 - 
Received by 

mail 
Mail 

Table 3: Overview of interviewees. Source: Own 
                                                
2 Appendix 3 includes a list of Austrian companies with local offices/subsidiaries in China, provided by Advantage Austria. 
3 See Appendix 2 for an example.  
4 See Appendix 4 for an example 
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3.3.4 Politics of Access 
Getting access to interview partners turned out to be very difficult. One reason for this is that all 

MNCs except one were contacted without the help of personal contacts. According to Easterby-

Smith, Thorpe & Lowe (2008), contact by cold calling is not very effective. Some measures have 

been taken to counteract this problem by email: contact was personalized; a short description of the 

project was made; my supervisor Jakob Lindahl and CBS were mentioned to communicate 

expertise; the scope of the research, as well as the benefits and costs for the firm, were stated; the 

language was neutral; Confidentiality and the possibility of anonymity was pointed out. All of these 

strategies should helped to gain access to organizations (Saunders et al. 2009, p. 183). 

 

Another reason for the difficulty of obtaining both physical and cognitive access to firms can be 

explained by the sensitivity of the topic. A few firms gave as a reason for rejection, arguing that the 

topic concerns internal strategic planning and therefore no information could be shared. 

3.4 Research Choices 
Saunders et al. (2009) differentiate between mono-, mixed-, and multi-methods of research choices, 

all having an influence in the manner in which data collection and analysis are structured. Mono 

method refers to a data collection technique and corresponding analysis that is either quantitative or 

qualitative. In choosing multi-methods, the researcher uses more than one data collection technique 

and analysis procedures to answer the research question. However, when using “multi-methods you 

would not mix quantitative and qualitative techniques and procedures” (Saunders et al., 2009, p. 

152). The researcher applies a mixed methods approach when both quantitative and qualitative 

methods are used in a research design. 

 

Quantitative methods are closely related to positivism, whereas qualitative methods are often used 

by researchers following an interpretivist approach. Qualitative data is “characterised by its richness 

and fullness” and allows gaining an in-depth investigation of a socially constructed phenomenon. 

(Saunders et al, 2009, p. 482). The purpose of this study is to analyse a phenomenon that is very 

contextual and particular to China and not well known among Austrian firms. Therefore, it is 

interesting to find out in what way and how the respondents experience guanxi. For these reasons, it 

is evident that adopting a qualitative research enables me to analyse the relations and dynamics of 

guanxi and its effect on Austrian firm performance. 
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Nevertheless, an overreliance on one method does not come without criticism. Qualitative research 

has been criticized as being easily influenced by the researcher, non-transparent, difficult to 

replicate and often not generalizable (Bryman, 2012). In order to circumvent these limitations, this 

study has applied triangulation as a methodological tool to keep validity (see chapter 3.9). 

3.5 Time Horizon 
Saunders et al. (2009) distinct between two time horizons: cross-sectional and longitudinal. Former 

refers to a snapshot of reality taking place at a particular time. Latter represents a series of 

snapshots over a given period. This multi-case study method involves a cross-section study, using a 

qualitative interview conducted over a short time frame. Even if the entry of Austrian firms in 

China is taking place at different times, this research does not look at development over time. Thus, 

the focus is more on the underlying factors of guanxi that influence firm performance. 

3.6 Techniques and Procedures 
Interviews are conducted to understand the dynamics and the processes behind B2B guanxi 

relationships. Therefore, personal interviews were chosen instead of impersonal questionnaires. 

Two reasons underline my choice. First, the subject matter of this thesis is complex and filling out a 

long questionnaire would deter some potential interview partners to participate. Secondly, the 

chosen topic could act as a deterrent for firms, since networks and relationships are also sometimes 

associated with corruption and bribery. It may be difficult for the interviewee to write down 

opinions and thoughts on this topic, which could also affect the quality of the responses. 

 

When deciding between structured, semi-structured, or unstructured interviews, the aim is to 

understand the relationship between variables, i.e. dynamics, opinions and thoughts. Semi-

structured interviews “follow a form of interview schedule with suggested themes, but there is 

scope for the interviewees to develop their responses” (Desai & Potter, 2006, p. 144). If a new line 

of thought is pursued in the course of the interview, a semi-structured interview offers more 

freedom to follow it and possibly reveal new perspectives. This is especially useful as my 

philosophy of science is interpretivistic. In order to get the most accurate evidence of the 

interviewee’s subjective reality, the interview questions are chosen carefully in attention for human 

psychology. Most questions are posed as “how” questions, as “why” questions could lead to a 

cautious behaviour of the interviewees (Yin, 2009). The interview questions were designed in order 

to gather data on the variables from the operationalization of the theory (Figure 3). Additionally, a 



42 

number of directly related open questions were raised to explore other benefits and risks that are not 

directly related to the factors from the theory. 

 

According to Saunders et al. (2009, p. 326), bias is a problem with every research, mainly because 

of two factors: the interviewer and the interviewee. This bias can significantly influence the quality 

and reliability of the research. To counteract this problem, the checklist of Saunders et al. (2009, p. 

336) was used prior to each of the interviews. 

 

The interview guide was created, based on the existing theory5. The guide provides an indication 

that all areas are covered during the (semi)-structured interview. It is based on the 

operationalization of theory. The most important questions that have to be asked were highlighted 

in bold, in order to counteract the danger that the most important aspects are not covered during the 

interview, for example, because the first questions are answered in too much detail or because the 

interviewee has to leave early. 

3.7 Data Analysis 
To analyse qualitative data, the researcher should look at patterns and regularities as well as 

paradoxes and irregularities (Coffey & Atkinson, 1996). As a researcher, it is my job to interpret the 

construction of reality given by the interviewees. 

 

Before starting the actual analysis, a case study database was created (Yin, 2009). All interviews 

were transcribed word-by-word using the program MAXQDA12. This program facilitates the 

processing of large amounts of data and was an important tool to structure the transcribed 

interviews and thus prepare them for the analysis. The transcribed interviews were analysed using 

qualitative content analysis. From this, I developed coded categories to reveal patterns. 

3.8 Reliability and Validity 
When interpreting the results of one’s research, it is common practice to judge the research design 

and the reliability of the outcomes on validity and reliability. Validity is concerned “whether the 

findings are really about what they appear to be” (Saunders et al., 2009, p. 157). Reliability refers to 

the consistency in the data collection techniques or analysis procedures. The aim is to achieve the 

same results in other occasions; also it should be easy for the reader to find the source of the 

                                                
5 See Appendix 1 
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original data; similar results should be obtained if another researcher carries out the study 

(Easterbry-Smith et al., 2008). 

 

Validity can be divided into three different criteria: construct validity, internal validity, and external 

validity (Yin, 2009). Construct validity refers to the quality of the conceptualization or 

operationalization of the relevant concepts. It has been claimed that case studies tend to use 

“subjective” judgments and thus do not develop a well-composed set of measures (Yin, 2009). In 

order to counteract, the study is relying on multiple sources of evidence. With the application of 

triangulation, I can develop lines of investigation that make findings more precise, since they are 

based on more than one source (Yin, 2009). Internal validity refers to whether the researcher has 

assessed the causal relationships between two variables correctly, as it is unknown whether the 

outcome is not caused by a third and unknown factor (Yin, 2009). In order to enhance internal 

validity, I discuss rival explanations to the findings using logic models. Also, a clear research 

framework is formulated within the operationalization of the theory. Furthermore, triangulation 

assists to verify and increase the quality of the findings. External validity deals with the 

generalizability and questions whether the findings are not only valid in the setting in which they 

are studied, but also in others (Yin, 2009). In contrast to a single case study, a multiple case study 

may reduce this criticism, since it is derived from the same repetition logic as experiments (Yin, 

2009). Also, a clear rationale for the case study selection, as well as details on the case study 

context, are provided to the reader. 

 

Finally, any research should be carried out with an objectivity, whereby bias and error should be 

minimized as best as possible. In order to overcome those concerns and to secure reliability of the 

research as best as possible, so that other researchers could come to the same conclusion, raw data 

has been collected and analysed in a transparent manner. Primary and secondary data underpins the 

views I develop in the analysis. To some degree the present study is reliable as the interview guide, 

the transcribed interviews and the e-mail letter, are attached in the appendix and procedures of data 

collection are explained in the methodology section. Furthermore, all the data used are 

systematically referenced and quoted to make it easy for the readers to trace the source data. 

Nevertheless, one must be aware that the researcher is a part of the process. 
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3.9 Triangulation 
Triangulation was a necessity along the research process in order to ensure the data does not contain 

any discrepancy. Triangulation substantiates research findings as it “involves the use of multiple 

and different methods, investigators, sources, and theories to obtain corroborating evidence” 

(Onwuegbuzie & Leech, 2007, p. 239). Triangulation assists the researcher to minimize bias and 

verify the reliability of respondents' responses (Anney, 2014). Getting explained the same topic by 

two different points of view offers the possibility of triangulation, which “can be a source of new 

interpretations that have not occurred to the researcher” (Saunders et al., 2009, p. 298). This can 

strengthen the value of the results. 

 

Anney (2014) categorized four ways of conducting triangulation consisting of 1) Investigator 

Triangulation, 2) Data Triangulation, 3) Informants Triangulation, and 4) Methodological 

Triangulation. The author advises that qualitative research should at least include one of techniques 

of triangulation. Therefore, I discuss the triangulation methods applied in this study: 

 

1) Data Triangulation refers to the use of different sources of data or research instruments. The 

data collected for this study consists of both primary and secondary sources. In the beginning of this 

research, literature about the theoretical understanding about guanxi and Western theories has been 

reviewed. Following, primary data in the form of qualitative, in-depth interviews have been 

conducted with representatives of Austrian firms, which were selected upon the criteria defined in 

section 3.3.2. It is the nature of qualitative interviews that the information provided is limited by the 

interviewees’ experiences and by the time for conducting the interview. The data collected from the 

interviews was triangulated with the secondary data in order to increase validity and reliability. 

 

2. A second form of data triangulation has been applied, which refers to the structure of this study 

and how I build up my arguments. The major theoretical concepts are summarized in Figure 3, 

which guides the sections of the analysis. I use empirical data in the analysis and triangulated it 

with secondary literature in order to validate the findings. Subsequently, each section ends with a 

table that summarizes the statements’ importance to the firms. Three different degrees are 

distinguished in order to get more nuanced findings. Thereafter, each table is analysed again in 

order to validate the information from both primary and secondary sources. In essence, the process 

represents a simultaneous interaction between the different sources of data. 
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3) Informants Triangulation has been applied as the firms’ interview data was triangulated with 

the data from the Economic Advisor Kronreif who has a broader and more general knowledge about 

this study’s topic of guanxi in China. Accordingly, the firms’ statements were validated by the data 

from the Economic Advisor. 

4. Analysis 
This chapter presents the empirical findings of how guanxi influences Austrian firms operating in 

China. This chapter is structured according to the sub-RQs. Accordingly, part 4.1 analyses how 

Austrian firms are experiencing guanxi in China. In this section influencing factors of guanxi like 

the institutional environment, culture and country of origin are looked upon. However, an in-depth 

description of the institutional environment or cultural system is not provided since these wide-

ranging topics would have the scope of an own study. The second part shifts to the macro level by 

providing an answer to the question of how Austrian firms establish and maintain guanxi. 

Therefore, the concepts, which are referred to as the ‘base of guanxi’ are examined more closely. 

The concepts of the ‘base of guanxi’ are interlinked and therefore influence each other. The 

improvement or decrease of a factor can have a far-reaching impact on other factors, which can 

positively and negatively affect firm performance. Therefore, section 4.3 examines how inter-firm 

guanxi relationships lead to not only benefits (section 4.3.1) but also risks (section 4.3.2), which 

both have an influence on performance. The three sub-RQs are interconnected, which means that 

any possible findings, such as benefits and risks, may already be uncovered in the course of 

answering the first two questions. In such case, reference will be made to the respective part. 

4.1 How are Austrian firms experiencing guanxi in China? 
 
Influence of culture 
Four of the six respondents consider relationships as highly important for their business. The 

respondents from Company X and Company Y considers relationships in China equally important 

as everywhere in the world. The interviewees describe relationship building as a norm of doing 

business in China and very distinct from home, as private and business is interlinked. What is 

interesting from the findings is that four of the six respondents are aware of the term guanxi. The 

respondent Auböck illustrates this with the following statement: 

 

“Oh yes, the guanxi thing. That is really, really important. Really difficult to understand. But very 

important. It is basically explained like: I need something and you have a friend who helps me. So 
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this guy helps me and I owe you something. These are the big, big, big circles through the complete 

life. Guanxi is everything. With family, friends, classmates, with whomever. To be honest, I didn’t 

really get it 100% how it works. I think for a non-Chinese it is quite impossible to really 

understand.” (Interview Auböck, 22.11.2017) 

 

It can be indicated from the above quote that guanxi is really important. What is also interesting is 

that although it appears to be a particularly Chinese ‘thing’, it seems to be very important for other 

people living in the country as well. However, the implicit statement can indicate that guanxi is 

quite hard to understand. This is acknowledged by four out of the six interviewees who claim that 

guanxi is a particularly Chinese phenomenon, highly complex, unclear and thus almost impossible 

to understand for Westerners. The interviewee Hueber claims that it is not only challenging but also 

time intensive to fully understand how to establish a good relationship with a Chinese partner. Not 

surprisingly, the Economic Advisor Kronreif states that Westerners never fully understand the 

phenomenon in its entirety: 

 

“I think the main issue with guanxi in China is that Westerners do not fully understand the concept. 

What is important to understand is that in the West, a relationship is established after a transaction 

has successfully taken place. In Asia, or China in particular, a transaction happens as a RESULT of 

good relationships.” (Interview Kronreif, 04.12.2017) 

 

It can be assumed that the core message is that guanxi acts as a door opener for doing business in 

China. The advisor’s quote indicates the need to be pragmatic when working with guanxi in China, 

as business conduct is different to the way it takes place in the West. This illustrates that Austrian 

firms have to adapt to the Chinese culture in which informal rules of the game are very relevant. 

 

However, teachings of Confucianism have not only influenced China’s society but societies in other 

Asian countries as well. Concepts guanxi alike can be found in other collectivistic cultures, such as 

Korea (Inhwa) or Japan (Wa), stressing the principles of interdependency and personal relationships 

(Alston, 1989). Similar, Gold et al. (2002) contend that this practice is not exclusively Chinese, as 

other societies with comparable institutional environments have also widely used personal 

relationships in order to bypass lacking institutional environments. Following this point of view, 

guanxi could then also be institutionally rooted. 
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Influence of the institutional environment 

The need to be pragmatic when conducting business in China is recognised by all respondents. The 

empirical findings indicate that both the cultural- and institutional system results in different 

behaviour in both private and professional. All respondents do have in common that their respective 

firm’s headquarter is located in Austria. A correlation between the respondents is the fact that they 

are all exposed to the challenges of institutional distance between China and Austria (Jansson et al., 

2007). When being asked about the impact of the Chinese government three of the six interviewees 

claim that the government makes some arbitrary decisions and prefers Chinese firms. The 

respondent from Engel even accentuates in stating that the Chinese government's decisions are 

invariably aimed towards the inside and always with the intention of supporting only its own 

population. Similarly, Company X argues that networking activities are more important in countries 

where formal institutions are less developed. The following quote illustrates that: 

 

“Local companies, Chinese companies are preferred for sure. [...] What does this mean? In reality, 

this only means that they get amazingly much funding to become bigger and stronger to stand the 

international competition. [...] the Chinese government protects their own companies. The personal 

relations that could shift, or override such situations are basically limited. Government is 

government and nobody can change this. What they say is the rule, 100%. But, your guys will 

announce that something is coming. They will announce that we should have kind of a solution. Or 

they even announce and make it very sure that it is not that strict and there are possible ways. 

Because it is in both of our interests. They don’t want to lose their trading business and I don’t 

want to lose customers in China. We go hand in hand and help each other” (Interview Eberhard, 

24.11.2017) 

 

It can be indicated from the quote that the Chinese government protects local firms. As illustrated 

earlier, the countries institutional framework has resulted in both resource- and information 

uncertainty, which has deeply affected actors’ economic and social behaviour (Chang, 2011). 

Former results from the control of scarce resources, which largely remained with the state (Park and 

Luo, 2001). Latter stems from several factors like different treatment or arbitrarily decisions from 

the government (Park and Luo, 2001). The above statement indicates that in situations where formal 
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institutions are not implemented properly and in a fair manner, personal relationships provide useful 

information. 

 

This corresponds to the country’s history where the formal legal rule was lacking (World Bank, 

2012). It can be argued that the root of this problem was solved after economic reforms have been 

introduced in 1978, where both centrally planned- and market systems operate alongside (Chang, 

2011). However, it is precisely these reforms that have caused some problems. China’s aim of 

decentralization resulted in a dispute between the central government and local governments, as the 

former delegated wide-ranging administrative-, legal- and economic power to the smaller Chinese 

provinces in order to support nation-wide economic development (Bergsten, Freeman, Lardy & 

Mitchell, 2009). Although administrative bureaucratic hurdles decreased, tensions between central 

and local government arose. As a result of the decentralization, local governments are implementing 

their own policies under their own jurisdiction (Child & Tse, 2001). Since then, the government has 

been gradually diminished the influence of the state as a decision-making body. However, this is 

only in theory. As became evident in the analysis the Chinese government arbitrarily favours local 

firms and still enjoys and protects its great influence. The country’s transition is still strongly 

influenced and planned by the Chinese Communist Party (Party), which enjoys great influence in 

the country (Child & Tse, 2001). The main concern for the Party is to lose power, which explains 

the Party’s ambition to control the market economy; even after the outstanding progress that the 

country experienced after its liberalization (Scissors, 2009). 

 

Guanxi made it possible to bypass heavy bureaucratic rules and provided a way to lever out the 

circuitous government-run economy (Fan, 2002b). The respondent from Company X claims that the 

influence of the government is gradually diminishing, which could be an indicator that the 

importance of informal business conducts, that is guanxi, also gradually reduces. The respondent, 

however, admitted to only occasionally travel to China, which might limit the ability to make a 

profound statement about a domestic political issue. The interviewees Eberhard, Auböck, Hueber 

claim that the government lacks in providing sufficient legal protection. The advisor Kronreif 

strengthens this view, stating that China has not been able to provide a strong rule of law and social 

relations have become a substitute for formal institutional support. 
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Therefore, it can be asserted that the importance of personal relationships in China is not only 

culturally determined but also institutionally rooted. This is partly in line with Dunning and Kim 

(2007) who revealed that guanxi is deeply rooted in the Chinese culture but more likely a 

complementary than an alternative to formal institutions. 

 

Country of origin 

The Chinese place great value on the position each individual has in society. The Chinese society is 

built up in clan-like networks, with close family members at the core. Gaining trust can especially 

be strenuous for foreigners, which are not close to the centre. The respondent Eberhard emphasizes 

that guanxi is not easily accessible for Westerners. The interviewee explained: 

 

„ [...] No Guanxi, no money“. Without guanxi you get nothing. If we go to China and go just with 

our machines there and step into an exhibition where we promote. Our success would be more than 

limited. Maybe some international visitors would purchase something from us. But a Chinese would 

not do, would never do. We are foreigners and they do not have a way to us. A customer would 

finally never trust us. It is normal. So we need a middleman, we need a local guy in-between, how 

knows about the customer treatment. What is the customer expecting? How can I keep the customer 

frankly to me? This is a lot of maintenance.” (Interview Eberhard, 24.11.2017) 

 

This quote indicates that foreigners, who are unknown and thus far away from Fei’s (1992) centre 

of concentric circles, are not considered trustworthy (see Figure 1). However, it is interesting from 

the point of view that foreign firms involve Chinese local middlemen, who are aware of local 

conditions and customer treatment. 

 

Accordingly, Chinese business networks usually distinguish between insider and outsider (Jansson 

et al., 2007). A common background in China is a reason to join a network. Nevertheless, outsider 

firms are often confronted with blurred boundaries, which make it hard to join a network. The 

theory of Luo (1997) therefore argues that the country of origin has a moderating effect on the 

linkage between guanxi and firm performance, as it is challenging for ‘outsiders’ to join a network. 

The advisor Kronreif confirms the findings from the literature and interviews, that Chinese 

networks are usually closed for outsiders, as Chinese business people are very selective about their 

networks. 
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However, three empirical findings are not in line with Luo's (1997) theory. The interviewee Auböck 

states that as a Westerner in China one enjoys a certain advantage of trust in China. Also, both 

respondents from Fronius assert that the Chinese are usually very curious and open to foreigners. 

The interviewee Eberhard supports his argument by explaining that Chinese business partners 

expect an advantage from the relation with Western firms as well. Although easier access to a 

network can be regarded as an advantage, it can also be an indication of a potential risk. Especially 

information is regarded as very valuable in China, as the country is deemed to have a problem with 

intellectual property protection. The respondent Eberhard states that copying a product or service is 

considered honourable. Similarly, recent findings from Holland (2017) reveal that in China, people 

are mostly dissatisfied with the protection of intellectual property rights, including the lack of 

recognition for infringements. Therefore, one could argue that cultivating a guanxi relation might 

lead to opportunistic behaviour. Section 4.3 will take a closer look at the risk of opportunistic 

behaviour, as this is an interesting finding that needs special attention. 

 
 Eberhard Hueber Auböck Company X Company Y Kronreif 

Special 
importance 
of 
relationships 
in China 

High High High Low Low High 

Aware of 
guanxi High Medium High Low Low High 

Unfamiliar / 
Hard to 
understand 

Medium High High High - High 

Lacking 
formal 
institutions 

High Medium Medium - - High 

Guanxi as a 
replacement 
for formal 
institutions 

High Low High - - High 

Challenging 
for outsiders 
to join 
network 

Low Low Low Medium Medium High 

Table 4: Analysis of the firms’ experience with guanxi. Source: Own 

 (High) Statement is important to the firm. (Medium) Statement is somewhat   
 important. (Low) No, statement is not important. (-) Not mentioned 



51 

 

As table 4 shows, Company X and Company Y surprisingly differ from the others in almost all 

statements. This could be due to the following reasons. Firstly, compared to the other participants 

they have not lived in China for a longer period of time, but have only been irregularly in the 

country. The interviewees often refused to answer questions as they had insufficient knowledge. 

Secondly, the interviews with those two firms were not personal in comparison to the others, but via 

telephone. As a result, some more in-depth or potentially sensitive answers were not given, as there 

was no opportunity to build mutual trust before the interview. 

4.2 How do Austrian firms establish and maintain their guanxi relationships?  
 

Xinyong (Trust) 

Four of the six respondents claim that trust is important in their inter-firm guanxi relations. 

Company X and Company Y both recognize the importance of trust, although argue that trust is 

important in every business relation. The respondent Eberhard explains how relationships are 

important factors to succeed in China and how these are based on trust. The respondent expresses 

that: 

 

“You cannot go to China with a product and explain: Oh, that’s wonderful. And the people will cry 

out loud: We are going to buy, as this is wonderful. You as a person sell yourself in this moment. 

Whenever you need something, whenever something is wrong with your product, whenever there is 

a feedback, or whenever anything is there. They will come back to you as a person.  [...] He trusts 

you and you trust him. Then the basic for business is given.” (Interview Eberhard, 24.11.2017) 

 

This quote exemplifies that Chinese people would not buy from someone as long as they do not 

have established trust before. The implicit statement here can be said to imply that trust provides 

some sort of protection. This is in line with Wang (2007), who stresses that it is essential to have a 

high degree of trust, as it strengthens the guanxi relationship. In China, business relationships are 

often entered without the formal contract (Wang 2007), as trust is seen prior to legal sanctions 

(Tong & Yong, 2014). Personal trust is more important in China compared to other countries and 

“trustworthiness is the expected norm” (Jansson et al., 2007, p. 962). 
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The respondent from Company Y claims that trust depends on one’s handshake quality. According 

to the interviewee, the relevance of handshake agreements in business is regulated in the firm’s 

code of conduct. In the case of large firms, dealing with other firms is strictly regulated in the code 

of conduct. The respondent claims that SMEs usually have less precise guidelines. Hence, it can be 

argued that the importance of trust among guanxi partners depends on the size of the firm. This is 

reflected upon in the interview with the Economic Advisor Kronreif. The advisor expresses the 

particular importance of guanxi for SMEs: 

 

“ [...] Guanxi can be important in order to be able to create new business for SMEs as they often 

do not have a strong brand or sufficient trust in relationships for doing their business. Also, many 

SMEs lack resources, legitimacy and government support. In such an environment guanxi can be of 

key importance in order to cultivate business relationships, to manage scarcity, to secure 

distribution channels and production factors and to enhance institutional support. In this way, 

SMEs are in a way more dependent on guanxi than larger companies, simply due to their different 

needs and capacities.” (Interview Kronreif, 04.12.2017) 

 

The advisor claims that guanxi is especially important for SMEs, as they are confronted with 

different needs compared to larger firms. However, it is interesting from Kronreif’s point of view 

that SMEs engage in guanxi relationships, as they do not have a strong and trustful brand. 

Hutchings and Murray (2002) analysed the importance of guanxi for both larger- and smaller firms 

and revealed similar conclusions. The authors analysed data of Australian expatriates, which 

suggests that guanxi is less important for larger firms, as they automatically acquire guanxi through 

their size and internationalization. Smaller firms, on the other hand, need to work hard to establish 

and maintain guanxi. All the companies interviewed are MNCs and operate worldwide with more 

than 3,500 employees (Fronius) and 5,000 employees (Engel, Company X, Company Y). According 

to Hutchings and Murray (2002) they would thus automatically obtain guanxi because of their size 

and internationalization. Empirical findings from the respondents of the large firms, however, 

indicate that guanxi takes significantly more time to establish and maintain compared to business 

relations in the West. Auböck explains that the cost of maintaining relationships is much higher in 

China than in Austria: 
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“In our industry in Middle Europe, an average salesman is taking care between 100 and 200 active 

customers, which were buying equipment within 4 years. This is our definition of active customer. 

In China, in contrast, a salesman can handle only 50 active customers or less, because you need 

more visits and more going out for lunch or dinner. This is the different behaviour.” (Interview 

Auböck, 22.11.2017) 

 

This quote indicates that the increased importance of personal relationships requires more human 

resources. Particularly, it suggests that Austrian companies need to calculate a four times higher 

personnel expenditure for salespeople in China. This corresponds to Fan (2002a) who claims that 

investment in time, money and human capital is a big factor of guanxi. This explains why guanxi 

takes significantly more time to establish and maintain compared to western business-relationships 

(White, 2006). 

  

Renqing (Reciprocity) 

Trust in a guanxi relation is established and maintained by frequent contact with the business 

partners. This can also be linked to the governing principle between inter-firm guanxi relations, 

which is reciprocity. The respondent Hueber explains that the common interest in the relationships 

is reciprocity and the continuous exchange of favours. Also, Auböck believes that owing something 

in return after having received a favour accompanies the Chinese through their whole life. Company 

X believes that reciprocity can be redeemed without problems even after 10 - 20 years. The 

interviewee gives an example, asserting that it is possible to stay in a business partner's apartment in 

China even after a long period of time without further ado. This is in line with Wang (2007), who 

believes that favours do not have to be returned immediately, but in an indefinite period of time 

when the benefactor is in trouble. However, the Economic Advisor Kronreif claims that the span of 

time of reciprocation of favours is associated with costs and risks, as companies do not know when 

this will happen. Yet, the respondent argues that costs are perceived as an investment rather than an 

expense, as the investment will pay off in the future. 

 

Dinner invitations seem to be one of the most important tasks to follow the unwritten rule of 

reciprocity. The respondents Eberhard, Auböck, Hueber, and Company X believe that having 

dinners is important for cultivating guanxi. Company X emphasizes the importance of time invested 

in relationships after working hours. Auböck claims that it is vital to take someone out to eat in 
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order to influence the relationship positively. The respondent Eberhard agrees and further elaborates 

that gift giving is very common and an important part of guanxi maintenance. The interviewee 

exemplifies that the firm sends some typical gifts and receives information in return. This can be an 

indication that the reciprocity is rather unilaterally aligned as it can be argued that information is 

usually more valuable than dinner invitations. Accordingly, Eberhard is in line with Alston (1989) 

who argues that the reciprocation does not have to be returned in an equal-measure. 

 

Ganqing (Affection) 

As touched on in the previous section guanxi takes place on a personal level. Chinese businesses’ 

treat each other more like friends than just business partners. Therefore, ganqing acts as a special 

emotional attachment, which enhances the bond of the relationship. It encompasses a sense of 

loyalty, solidarity, devotion and the sharing of feelings (Chen & Chen, 2004) that even extent to the 

private life (Wang, 2007). 

 

According to both representatives of Fronius, their business relations have not only taken place on 

the business level but also shifted seamlessly into the private context. The interviewee Eberhard 

states that it is important to put oneself in the position of a deep and close ‘Pengyou’, which means 

friend. The interviewee further states that in guanxi it is important to exchange personal values so 

both parties gain insight into the other’s inner being. The respondent Hueber seems to have 

established this experience unconsciously over several years of business conduct in China: 

 

“I never thought that you could have a Chinese friend. But I would say that I have minimum 2-3 

guys at our representatives, that I have full trust and a good relationship. [...] We frequently have a 

small chat on the phone. [...] From my idea of automation I need this customer intimacy to our 

agent. As long as our agent is convinced about our technology and opportunities we have together 

to make a profit. They start running to search any potential aligns. Without having this relationship 

you cannot have sales.” (Interview Hueber, 24.11.2017) 

 

From the quote can be deducted that affection is highly valued by Chinese business people and is 

necessary to get close to each other. Accordingly, businessmen in China treat each other more like 

friends. They take care of each other under all circumstances and share feelings and private stories 

alike (Chen & Chen, 204). Research contends that ganqing has a strong correlation with a long-
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lasting and robust guanxi relationship (Chen & Chen, 2004). Yen, Abosag, Huang & Nguyen 

(2017) stress that affection is an import element of guanxi in business. By analysing data from 300 

Chinese buyers regarding their guanxi relationship with US suppliers, the scholars revealed that 

ganqing significantly reduces emotional- and task conflict. Therefore, managers are intensifying 

their guanxi relationships with affection and emotional attachment and thus make the impersonal 

business relation more personal and unique (Wang, 2007). 

 

On the other hand, the respondent Auböck considers personal relationships to be important but, 

despite his many years of experience in China, he does not have a single Chinese friend. An 

explanation for this could be that guanxi is made exclusively by middlemen. The respondents from 

Company Y claims that a healthy exchange and regular meetings are important, but there are also 

clear rules in Chinese business that are based on the company’s code of conduct. While the code of 

conduct may serve as a guideline when operating in institutionally similar countries, strict 

guidelines and policies may not suit when applied in a country with great institutional distance. 

MNCs operate in at least two institutional environments, which may be quite dissimilar. For 

example, gift giving in China is a social norm and important practice for business conduct, in 

contrast to some countries where it is regarded as illegal (Murray & Fu, 2016). Interestingly, 

Murray and Fu (2016) empirically found that MNCs that are coming from a country with greater 

institutional distance tend to focus on the utilitarian elements of guanxi only, as a result of their 

restricted policies. This may explain why the factor of ganqing is regarded as less important for 

Austrian firms. The respondent from Company X states that the main aim when engaging in a 

business relationship is to ensure business success. Hence it can be argued that the interviewees 

guanxi relationship are more instrumental (Hwang, 1987) or, as Fan (2002a) calls it 'business 

guanxi'.  

 

Mianzi (Face) 

The Chinese society places great importance on hierarchies and social status. Cardinal relationships 

set the rules of how relationships are built up hierarchically in both private and business (Bell, 

2000). These relations are governed top-down in the sense that higher-ranking persons are 

considered to have a greater decision-making power. All respondents state that the presence of 

social status is obvious in China. The respondent Hueber explains that the Chinese thereby show 

their wealth. This is in line with Wang and Xiaohua (2009) who claim that maintaining their social 
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status and prestige based on wealth, position or power is highly important for Chinese businessmen. 

Company Y stresses that companies should pay attention to not put the negotiating partner in a 

situation where they can lose their social status and thereby face. The respondent Eberhard agrees 

that showing face is important especially when attending dinners with customers, as they make sure 

that both sides are still align and do not prefer another firm. The Economic Advisor Kronreif 

stresses the importance of face, as it protects firms by decreasing opportunistic behaviour. This was 

expressed in the following quote: 

 

“Maintaining face among the people in your network is a key element of Chinese culture. Because 

maintaining face is so important, Chinese are unlikely to take advantage of a person they have 

guanxi with. If they would break the trust they established all of the people in their network would 

know and they would lose face – and therefore also respect - with this network.” (Interview 

Kronreif, 04.12.2017) 

 

This quote indicates that one needs to be experienced when doing business in China where in this 

case the reputation of the relationship partner is regarded as very important. A personal relationship 

could provide more security than relying on legal protection. What is also interesting from this 

statement is that trust is closely related to respect. Accordingly, a person who is regarded as 

trustworthy is unlikely to take advantage of the personal relationship and enjoys a higher degree of 

respect. 

 

However, the respondent Auböck moderates the importance of mianzi, claiming that at the end of 

the day business remains the same all over the world. Therefore, the business partner will forgive if 

one chooses another supplier or acts in a way that is usually not tolerated. The interviewee believes 

that it is precisely because of the importance of face that certain behaviour is tolerated: 

 

“In Europe, if a supplier rips you off, you would most probably not buy from him anymore. 

Otherwise, if there is no choice. In China, it is different. If I succeed to. … Rip off is maybe a bit 

hard word, but if I cheat him a bit, he will buy again next time. Because otherwise, the other people 

around could think that he got cheated and then he is losing face. Thus, it is a bit more complex 

thing with losing face” (Interview Auböck, 22.11.2017) 
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From this quote can be claimed that failing to be in accordance with social norms does not 

necessarily lead to a loss of face. Similarly, Keay and Zhao (2016) claim that mianzi can be used as 

an excuse to avoid detailed or extensive questioning in order to circumvent negative outcome that 

might result from publicly revealing failures of the business relationship; which could harm both 

business partners. Thus it can be argued that the independence and ability to resist practices that are 

harmful to business is limited due to the cultural importance of saving face. Wang et al. (2005) 

claim that it is even more important to give face than to care for ones’ own, meaning that face also 

relates to showing respect towards another person, their status and reputation. So, saving face can 

also be regarded as a major risk, as people get very sensitive about maintaining guanxi with, and 

mianzi for, their relationship counterpart. The respondent Auböck warns that a Chinese would never 

disagree, which is especially noticeable when it comes to hierarchies. So, one could argue that price 

discussions or detailed questioning about the partner’s products might lead to unwanted conflicts, as 

it could bring the partner in an unfavourable position. However, Vanhonacker (2004) claims that 

foreigners have kind of an advantage, as they are not always fully aware of the local customs, which 

allows them to make a few initial mistakes that will not necessarily lead to a loss of face. 

 

 Eberhard Hueber Auböck Company X Company Y Kronreif 
Xinyong 
(Trust) High High High Medium Medium High 

Guanxi takes 
significantly 
more time to 
establish  

Medium High Medium High - Medium 

Renqing 
(Reciprocity) Medium High High High - High 

Ganqing 
(Affection) High High Low Low Low High 

Mianzi (Face) High Medium Medium High High High 
Table 5: Analysis of how the firms’ establish and maintain guanxi. Source: Own 

  (High) Statement is important to the firm. (Medium) Statement is somewhat  
  important. (Low) No, statement is not important. (-) Not mentioned 
 

The analysis provides information about the ‘base of guanxi’, which is deeply rooted in the Chinese 

culture and therefore affects the process of establishing and managing inter-firm guanxi relations. 

Table 5 clearly shows that the factors of the' base of guanxi' are considered important by almost all 

interviewees. Especially xinyong and mianzi are considered relevant. Ganqing has differentiated 
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results. One reason for this may be that Company X and Company Y are only irregularly in China, 

which makes it difficult to establish an emotional connection.  

4.3 What are the perceived benefits and risks for Austrian firms when engaging in 
inter-firm guanxi relationships? 

4.3.1	Benefits	
New business opportunities 

All of the interviewees believe that the benefits with guanxi in business are higher than with 

standard business-relationships. The respondent Eberhard explains that the Chinese are usually very 

curious and open to foreigners. When asked about the importance of guanxi the respondent stated 

with guanxi one get access to the Chinese market: 

 

“No, never. Without this, never a footstep in the market. And without that you would also not 

remain into your actual position. Never, impossible. You always have to maintain, always.” 

(Interview Eberhard, 24.11.2017) 

 

This is in line with Luo (1995), who claims that no firm operating in China can succeed without 

guanxi. As Lee and Dawes (2005, p.32) put it, guanxi acts as a door opener by providing access to a 

network of prospect business partners. As mentioned in section 4.1, Chinese networks are normally 

closed to foreigners. Therefore, one notable benefit for foreigners with guanxi is access to a 

network. According to Lindahl and Thomsen (2003), the continuous development of relationships 

creates a network that becomes increasingly complex over time. This is in line with the advisor 

Kronreif who argues that a relationship provides access to a network, which leads to new business 

opportunities, as local partners lend their credibility to foreign firms’ business endeavours.  

 

Access to resources 

Three of the six interviewees mention benefits of information and resources. It is mentionable that 

Eberhard is the only interviewee who explicitly stated access to intangible resources in the form of 

information as a benefit. Interestingly, the other companies talked indirectly about getting access to 

information. Auböck argues that valuable information is shared while having dinner with business 

partners. The respondent Hueber states that information is exchanged due to the close relation. 

Company X and Company Y state that access to information is important, however, not a benefit 

particular to Chinese business networks. The Economic Advisor Kronreif condenses: 
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“One of the most valuable advantages of guanxi-relations is the access to valuable information, 

such as about the market information, information about potential business opportunities, suppliers, 

customers, competitors etc. This can – in the best way – result in the advantage of being the first in 

the market.” (Interview Kronreif, 04.12.2017) 

 

From this quote can be deducted that guanxi is an important source of information. This is in line 

with Davies et al., (1995), who mention obtaining valuable information as a benefit of guanxi. 

Dahles (2008, p. 489) reaffirms that “Chinese businessmen accumulate social capital by 

maintaining membership in a number of partly overlapping networks viewed as useful means of 

implementing co-operative strategies“. Hence, social relationships can be regarded as a form of 

social capital, proposing that they have the potential to facilitate the accumulation of economic 

benefits. 

 

Improved efficiency 

Findings from the literature present improve efficiency (White, 2006) as a benefit of guanxi, 

resulting from reduced transaction costs (Luo, 2007) or the bypass of bureaucratic barriers (Fan, 

2002b). 

 

The respondent Eberhard states that guanxi improves efficiency, as it provides a direct contact to a 

person from another firm. In comparison, hurdles such as hotlines and long waiting times for an 

appointment increase transaction costs in Austria. The Economic Advisor Kronreif provided an 

example for how guanxi reduces transaction costs: 

 

“Guanxi can also reduce transaction costs and decrease opportunistic behaviour from other parties. 

The fear of losing good quality guanxi when a business partner leaves prevents the other party from 

switching to a competitor.” (Interview Kronreif, 04.12.2017) 

 

One can indicate from this quote that companies are afraid of losing a good connection if they 

switch to another firm. One reason could be that the firm is afraid of losing face as other companies 

might think that the move to the competitor may be a reason for unsuccessful cooperation. As 

revealed in section 4.2, the importance of face provides a safety mechanism by decreasing 
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opportunistic behaviour. Therefore, people within the network try to secure this valuable relation in 

order to increase their own and save the other person’s face (Tsang, 1998). Another explanation for 

the above quote could be that companies are afraid of losing the connection, as it provides good 

prices or service. Establishing guanxi is costly and time intensive and it is therefore in both partners 

interest to not lose the connection. Also, the news about the opportunistic behaviour of a network 

member will be spread within the network, which can result in a loss of relations or even the 

network. Thus, reduced opportunistic behaviour results in transaction cost advantage (Lovett el al., 

1999), which improves efficiency. 

 

However, the respondent Auböck claims that guanxi can even deteriorate efficiency as the firm had 

to hire a person not suitable for the job. Although the firm bypassed bureaucratic barriers as they 

have received official permits in return, it can be argued that the occupation of a wrong position can 

reduce efficiency. Company X argues that due to the increased effort involved in establishing and 

intensifying relationships in China, guanxi does not improve efficiency. 

4.3.2	Risks	
Risk of losing connection 

As mentioned in section 2.6.3, guanxi is personal, which means that guanxi is established and 

maintained by individuals (Luo, 2007). In business, guanxi is very valuable as connections are 

unique and not easily imitated. A major risk with guanxi is that a personal relationship is gone, 

when the person who has developed guanxi, leaves the firm. The respondent Eberhard states that 

Fronius immediately lost a guanxi connection when his colleague switched to another competitor. 

 

“For example, we had 4 months when Christian was not working for Fronius. Immediately, 

requests or possible business cut off. Immediately. Even though we have explained that there is his 

replacement, which is friendly, supporting and helping.” (Interview Eberhard, 24.11.2017) 

 

Similarly, Kronreif claims that guanxi connections can be lost in case the employee leaves the firm. 

Tsang (1998) accentuates that guanxi may even turn into a liability when an employee leaves the 

firm. It can thus be costly for the firm as the process of establishing guanxi starts from scratch 

again, which is both time and capital consuming. Furthermore, fluctuation in China can result from 

a variety of reasons, often known and often unknown. The respondent Auböck exemplifies that 

Chinese employees were quitting their jobs, reasoning that lunch was arriving too late. Wiegel and 
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Bamford (2015) argue that involving several employees in the process of establishing and 

maintaining guanxi makes it possible to transfer the guanxi relation from a single guanxi ‘gate 

keeper’ towards multiple ‘gate keepers’ inside the firm. However, there is no indication in the 

interview data that Austrian companies are following this strategy. 

 

Opportunistic behaviour 

Findings from an empirical study of Ramasamy, Goh and Yeung (2006) reveal that a high-quality 

inter-firm guanxi, characterized by trust, is more likely to share information and knowledge. 

Accordingly, cooperation within a quality guanxi relation can be characterised as trust-based, in the 

sense that written contracts are not necessarily needed (Leung et al., 2005). Similarly, the 

respondent Eberhard elaborates that information is shared in the guanxi relation, which is especially 

valuable for the Chinese counterparts. The interviewee states that the Chinese are more likely 

followers than leaders, as they are typically not taught to be creative or think outside the box. The 

interviewee further claims that copying someone or something is regarded as an honour in China, 

which is a reason for high employee fluctuation. According to Eberhard, it is quite common in 

China to leave a firm in order to use the information and set up a own firm. Similarly, the 

respondent Auböck claims that China’s copycat culture leads to opportunistic behaviour. 

Accordingly, the interviewees show anxiety about the trustworthiness of the Chinese counterpart. 

Hueber argues that foreign companies should therefore be careful: 

 

“ [...] Of course, sometimes there is the risk that they [Chinese business partners] are not really 

authentically. Maybe, they only do this to get all the information required to build up a machine or 

build up a solution. Sometimes you have to take care that you are not a vacuum cleaner.” 

(Interview Hueber, 24.11.2017) 

 

The statement indicates that one should be cautious, as the guanxi partner could exploit the network 

for acquiring information. Therefore it can be argued that people might get very selective about 

what and which information is shared. Similarly, Keay and Zhao (2017) claim that although 

information is shared within the guanxi relationship, the validity and reliability of the information 

can often be questioned. The scholars state that the importance of face and hierarchies prevents the 

information from being questioned. Also, there is less information shared from the outset, as this 

means that fewer questions can be asked. Similarly, the respondent Auböck explains that face 
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protects one’s opportunistic behaviour, as people will unlikely expose misbehaviour because they 

fear the risk of losing face themselves. 

 

Time and capital intensive  

The majority of the interviewees claim that guanxi is costly and time-consuming, as a relationship 

has to be built before business can be conducted. This is especially challenging when the 

assignment in China is only for a relatively short period of time or when travelling to China 

irregularly. However, all of the respondents claim that these costs have to put into perspective. 

 

According to the advisor Kronreif, resource investments such as dedication, time, human capital 

and money are needed for establishing and maintaining guanxi. Yet, the interviewee perceives these 

costs as an investment rather than sole expenses and emphasizes that companies should therefore 

view guanxi as a strategic tool. Company X believes that Chinese networking is more about 

informality in comparison to Austria, meaning that business conduct in the Asian country is both 

time and capital intensive. These costs can be related to social interactions, as elaborated in section 

4.2. The interviewee Hueber exemplifies that establishing relationships may sometimes take years. 

The respondent further explains that he has to regularly call his Chinese partners in order to show 

appreciation for the relationship. The respondent Auböck states that it requires several meetings 

before business can be conducted. The interviewee adds that there are some particular barriers 

related to language, which further complicate the establishment. However, the respondent states that 

these costs are insignificant in comparison to common investments in the industry.  

 

The respondent Eberhard states that the costs establishing guanxi are regarded as guanxi 

maintenance, which has to be done continuously. The respondent states that it is sometimes hard to 

justify the costs of establishing and maintaining guanxi to the Austrian management as they rarely 

see a direct effect from the guanxi investment. However, a differentiation is made between business 

relationships. This is illustrated in the following quote: 

 

“It must be clear for a sales guy, how much investment he is willing to do. You have to check first if 

it is worth. When buying one or two machines, you cannot invite the customer every second week. 

In railway business, for example, 80% of all high-speed trains are welded with roughly 1500 
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Fronius machines. There is enough budget and money for establishing guanxi. These are our 

representative deals. It is required.” (Interview Eberhard, 24.11.2017) 

 

From this quote can be suggested that guanxi investment is necessary. What is also interesting is 

that investment for large and representative deals seems inevitable. Thus, it can be claimed that the 

company considers guanxi as a strategic tool since the investment in guanxi varies depending on the 

size and type of deal. This is in line with the advisor Kronreif and the scholars Murray and Fu 

(2016) who claim that guanxi can be viewed as a strategic tool. Drawing on evidence from large 

domestic Chinese and international firms, the scholars argue that Western firms may have to rely on 

different strategies from those of local businesses. They found that domestic Chinese firms treat 

hiring as an important means of acquiring existing guanxi into the organization in contrast to 

foreign firms, who focus on the process of establishing guanxi. The scholars argue that foreign 

firms require their employees to collect and codify contact information of important clients in order 

to gradually establish guanxi. It can be argued that foreign firms often lack the cultural awareness 

and find it challenging to identify suitable partners. Austrian firms therefore rely on middlemen that 

are actively involved in the relationship management. It can be claimed that this is done to save 

time and costs. Chen and Chen (2004) argue, that the direct connection of individuals through a 

middleman is the most efficient way to form new guanxi ties. This is in line with a study of Gao, 

Knight and Yang (2014) who interviewed Chinese and New Zealand managers and revealed that 

foreign companies should rely on insiders, so-called guanxi gatekeepers, to reach local decision 

makers and establish relevant connections. However, the use of middleman could also raise some 

concerns about unethical behaviour such as bribery and corruption, as the Austrian firms are not 

able to fully govern the way in which the middleman conducts business. 

 

Bribery and Corruption  

Gift giving, dinner invitations and banquets are very common in China and related to the rule of 

renqing (Luo, 1997). They are perceived as typical cultural factors that benefit guanxi if properly 

executed (Fan, 2002a). Yet, they are sometimes related to bribery and corruption when used 

wrongly. All of the interviewees state that their guanxi is long-term oriented involving mutual trust, 

which distinct their guanxi from simple bribery or corruption. Similarly, Harding (2014) claims that 

the explicit purpose of guanxi is to build a long-term relation, rather than one where only a single 

transaction takes place, which is usually the case in simple bribery or corruption. However, bribery 
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and corruption are recognized as sensitive topics by all interviewees. The interviewee Eberhard 

states that bribery is still prevalent in some areas of Chine for example Dongbei in the Northeast 

area, in contrast to East China, where such practices have almost disappeared. In contrast, the 

respondent from Company X states that the Chinese market is less strictly regulated than the 

Austrian, emphasizing that more legal options are allowed or tolerated in China. However, 

respondent adds that the new Chinese President is fighting hard against corruption. The interviewee 

Auböck claims that corruption does basically not exist in the respondent’s industry: 

 

“Our market is big and therefore it makes not really sense to talk about prices. This is not done. 

Bribery in our industry does basically not exist. Most of our companies are privately owned. And 

bribery makes only sense for government-owned companies and even in China, most of the 

companies are privately owned. So, this is not really a topic.” (Interview Auböck, 22.11.2017) 

 

From this quote can be indicated that the importance of bribery is decreasing. In 2012, the current 

Chinese president Xi Jinping carrier out the largest anti-corruption campaign in the country’s 

history. So far, the campaign has been widely acknowledged successful by jailing or otherwise 

punishing nearly 1.4 million party members until 2017 (The Guardian, 2017). However, a recent 

study of Kong, Wang and Wang (2017) found that although the campaign improves firm 

performance of central state-owned enterprises, it, on the other hand, considerably reduces firm 

performance of non-state-owned enterprises. 

 

It is also interesting to discover in the quote above that the interviewee perceives bribery as a topic 

that usually involves the government. However, bribery could also take place without knowing. 

Murray and Fu (2016) claim that different countries might have distinct normative beliefs regarding 

corruption and bribery; especially with great institutional distance. The scholars therefore advise 

foreign companies to implement strict policies for employees as well as local channel partners 

regulating what is allowed and what is not. As Austria and China have a great institutional distance 

it can be argued that Austrian firms are sometimes not aware whether their local staff members act 

according to the Austrian norms of morality; especially when utilizing the service of middlemen. 

 

In their empirical study, Tan and Snell (2002) analysed the coherence of Western morality with the 

Chinese moral traditions. The scholars revealed that moral behaviour varies according to a person’s 
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role, position or relationship with other players. The result suggests that Chinese pay more attention 

to the context of all relevant parties when making judgments related to morality or ethically. From 

this, it can be interpreted that Chinese people may have a different assessment of what is ethical and 

what is not. Unethical behaviour could therefore remain uncovered or be interpreted from a 

different perspective. Especially the importance of saving face and the strong hierarchical thinking 

in the Chinese society could reinforce this behaviour. A study of Ho and Redfern (2010) among 

Hong Kong bank managers adds to this notion. The scholars found that managers who invoke their 

opinion on guanxi moral justifications were more indulgent in their unethicality assessments than 

those who base their moral justification to universal rationales. Buttery and Wong (1999) analysed 

the Chinese business culture in terms of Hofstede’s (1991) power-distance dimension. The study 

highlights the importance of hierarchies and claims that subordination to superiors is accepted 

without further ado. It can be claimed that foreign firms should be aware of the significance of 

hierarchies, context and different moral attitudes. 

 

Language Difference 

Language difference is a challenge that partly impacts all previously mentioned risks. As the 

respondent Auböck states, wrong communication is the reason for most problems, both private and 

business. The respondent experienced difficulties with guanxi, which are all related to language 

barriers: (1) As Chinese is a complex language it acts as a barrier for Austrian firms entering the 

country. Therefore, English is usually agreed upon as the business language, (2) the English 

language skills of the Chinese guanxi partners are often very poor or not existent. To circumvent 

this problem, an interpreter is often used, (3) the Chinese language is an old language and there are 

thus no words for some parts found in high-tech machinery. Similar, the respondent Hueber 

necessitates the need for an interpreter when meeting the Chinese business partners. The respondent 

Eberhard acknowledges the language barrier but puts it in relation, claiming that although China is 

three times bigger than Europe, there is only official language, which is Mandarin. Hence, it can be 

suggested that western guanxi seekers should develop their Chinese language skills in order to 

avoid a variety of risks. 

 

As benefits and risks occur in the process of establishing and maintaining guanxi, some of them 

have already been mentioned in the analysis and are marked with *.   
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 Eberhard Hueber Auböck Company X Company Y Kronreif 
Benefits       
New business 
opportunities High Middle High - - High 

Access to 
resources High Middle High Low Low High 

Improved 
Efficiency High - Low Low - Medium 

Risks       
Challenging for 
outsiders to join 
network * 

Low Low Low Medium Medium High 

Almost 
impossible to 
understand for 
Westerners * 

Medium High High High - High 

Risk of loosing 
connection High High High - - High 

Time and 
capital 
intensive 

Medium High Medium High - Medium 

Bribery and 
Corruption Medium Low Low Medium Low Medium 

Opportunistic 
behaviour High High High - Medium Medium 

Language 
barrier Medium High High - Low - 

Table 6: Analysis of the risks and benefits of guanxi. Source: Own 

  (High) Statement is important to the firm. (Medium) Statement is somewhat  
  important. (Low) No, statement is not important. (-) Not mentioned 
 
 
All the respondents have perceived both benefits and risks with guanxi. Interestingly, Company X 

and Company Y seem to have no noticeable benefit from guanxi. These were also the only 

interviewees not aware of the term guanxi. Also, respective companies are relatively new in China, 

in contrast to Fronius and Engel. In comparison to most other interviewees, the two respondents 

have also given fewer answers to the question of risks. One possible reason is that they might not be 

able to talk open about firm specific strategies. Especially the respondent from Company Y 

mentioned the importance of the company’s code of conduct several times.   
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5. Discussion 
The aim of this paper is to answer how guanxi can impact foreign firms performance. The stages of 

establishing guanxi until it influences firm encompass setting up a ‘base of guanxi’, which is done 

through social interaction, identification of influencing factors like institutions and guanxi 

exchange within the network, providing access to social capital. Accordingly, this chapter discusses 

and answer the sub-RQs with the findings from the analysis.  

5.1 How are Austrian firms experiencing guanxi in China? 
As became evident in the analysis, guanxi is regarded as essential when doing business in China. 

Previous studies refer to China as a relationship-based society (Guo & Miller, 2010). Austrian firms 

agree with Luo’s (2000) definition of guanxi and consider it to be an informal system of social and 

business relationships, which include the exchange of favours. The persistent importance of guanxi 

can be explained by cultural and institutional factors. The IBV advocates the importance of context, 

as social life and economic activity are influenced by a country’s distinct institutional environment 

(Peng et al., 2009). It is argued that China’s opening in 1978 not only enabled foreign firms to enter 

the market but also diminished the role of the government as the country transformed from a 

centrally planned to a market oriented economy (Chang, 2011). However, the data reveal that the 

inertia of the centrally planned economy cannot be overlooked, as the Chinese government 

arbitrarily favours local firms and still enjoys and protects its great influence. The findings 

corroborate with Peng et al., (2009), as guanxi is an informal way to overcome institutional voids, 

particularly in order to ensuring trust among each other. Accordingly, foreign firms in China have 

to manage both institutional voids (Scissor, 2009), as the powerful government protects its own 

companies and cultural complexity, as business networks in China are usually opaque and closed to 

outsiders (Jansson et al., 2007). Being outsiders, Austrian firms do not have an existing guanxi 

network like their Chinese counterparts do. While this may be the case for some firms, the findings 

of this present study conflict with Jansson et al., (2007) and indicate that Austrian firms enjoy a 

foreigner bonus, as they are welcomed with openness and curiosity.  

 

So far the findings indicate that guanxi is both culturally and institutionally influenced and Austrian 

firms acknowledge the importance of the phenomenon. Interestingly, Austrian firms are not 

challenged by the closeness of Chinese networks, which means that the country of origin, as 

suggested by Luo (1997), has no negative effect on Austrian firms. However, as reality is never 

only black or white, guanxi is more complex. As became evident from the analysis, guanxi is very 
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difficult to understand for foreigners. Considering the large institutional distance, Austrian firms 

experience difficulties because they are unfamiliar with the new environment, common practice and 

the variety and importance of unwritten rules. The analysis reveals that the unfamiliarity with 

guanxi is exacerbated by cross-cultural differences, which is in line with the findings of Jansson et 

al. (2007). 

5.2 How do Austrian firms establish and maintain their guanxi relationships? 
In contrast to business conducted in the West, the Chinese system includes more blurred factors. As 

stated by Yen et al. (2011), the quality of guanxi is significantly influenced by the factors of 

xinyong, renqing, ganqing, and mianzi. The empirical findings suggest that the above-mentioned 

factors are all interrelated with guanxi. Previous findings suggest that trust is essential in order to 

establish guanxi (Yang, 2002). This study’s results support and augment Yang’s (2002) findings by 

showing that trust is perceived as the most important factor of guanxi. Austrian firms develop trust 

through social interactions, which is in line with the findings of Chen and Chen (2004). However, it 

differs among the firms what kind of social interaction is mostly used. Gift giving is stated to be a 

sensitive topic and most firms let their middleman handle such tasks. On the other hand, dinners are 

perceived as very useful to strengthen the relationship and are frequently done by the Austrian 

employees themselves. 

 

Although the importance of ganqing (affection) is recognized by Yen et al., (2017), interview data 

conflicts, as some Austrian firms neglect the importance of the emotional elements of guanxi. They 

thereby fall under Hwang’s (1987) category of instrumental guanxi, which is rather utilitarian. This 

has resulted in a situation where one can claim that some Austrian firms are not using guanxi in its 

full scale, as they often disregard the importance of emotional elements. Affection between two 

parties strengthens the guanxi relationship by making it more personal and unique (Wang, 2007). 

However, developing ganqing in a guanxi relationship is not a straightforward process and involves 

more than having dinners or giving gifts through the reciprocal exchange of favours. Although 

some respondents acknowledge the importance of cultivating mutual affection, it is clear from the 

analysis that some factors hinder the process. First, most of the companies admitted the utilization 

of middlemen for the process of establishing guanxi, as they are not sure how guanxi really works. 

Second, the language difference and the need for an interpreter not only lead to misunderstandings 

but also create barriers for cultivating mutual affection. This has resulted in a situation where one 

can claim that the institutional distance between Austria and China causes problems. Third, the 
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companies’ codes of conduct conflict with the common Chinese practices and norms due to great 

institutional distance. 

 

Social status and mianzi (face) are important elements within the Chinese society (Park & Luo, 

2001). Because of the strong sense of hierarchy and status, it is important to not expose a Chinese 

businessman in the position where he or she could lose face. Similarly, empirical findings reveal 

that reciprocity like returning a favour is vital as failing to do so can be harmful to the quality of 

guanxi as one or both parties may lose face. However, empirically findings seem difficult to 

reconcile with numerous studies (e.g. Wang, 2007) that find that face provides a safety mechanism 

for opportunistic behaviour. Paradoxically, it is found that the importance of face tolerates certain 

undesired behaviour. As found in the analysis and as stated by Yeung and Tung (1996), the Chinese 

place great importance of hierarchies and social status cause. Therefore, misbehaviour could not be 

covered up out of respect for hierarchies and fear of a loss of one’s face and possible social 

sanctioning. Moreover, the interview data suggests that the significance of mianzi might lead to 

more time-consuming business negotiations, as both parties have to aware to not bring the 

counterpart in an unfavourable position where one could lose face.  

 

In a nutshell, one does not only establish a business related network in China, but a more personal 

and by far more complex and dynamic net of relations. The findings depict three major 

contributions relating to this issue. First, the influence of emotional factors influencing the quality 

of guanxi is much higher compared to Austrian business networks. Second, xinyong (trust) seems to 

be the most important factor for good quality guanxi. Third, the importance of mianzi (face) might 

not only entail protection but also wide-ranging risks. 

5.3 What are the perceived benefits and risks for Austrian firms when engaging in 
inter-firm guanxi relationships? 
In the empirical study, the respondents had different views on the positive influence of guanxi on 

firm performance. An interesting observation can be made. The respondents that have lived and 

conducted business in China over a longer period of time believe guanxi to be more relevant for 

firm performance than their counterparts with less experience in the country. Luo (1997), a Chinese 

native, revealed similar results. Based on both, empirical data and previous studies, guanxi is 

considered to be more important for firms with a longer length of operation in China. Interview data 

reveals two reasons. First, guanxi is complex because the line between business and private is 
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blurred. It thus takes time for foreigners to understand it entirely. Second, because of the strong 

sense of hierarchies within the Chinese society it is both time consuming and challenging to find a 

trustworthy partner, which is in line with Bell (2000). 

 

As became illustrative in the empirical data, establishing mutual trust forms an essential part of 

daily business operations in China, which even extents to the private. While some respondents share 

the same view as previous literature, claiming that establishing trust is especially challenging for 

outsiders, others are of an opposite opinion and enjoy a bonus as foreigners. The findings therefore 

refine Luo’s (1997) view that country of origin moderates performance. However, this has led to a 

situation where one can claim that there are different playgrounds for foreign companies. Two 

reasons for this emerge in the course of the analysis. Firstly, the companies who find it easier to 

establish a relationship state that they do utilize the service of middlemen for establishing guanxi. 

The middleman acts as an intermediary and initiates contact between the Austrian firms’ and 

relevant people in Chinese firms. These findings are interesting as they correspond with Gao et al. 

(2014), who suggest that foreign firms should utilize the service of insiders as guanxi gatekeepers. 

Secondly, the respondents who indicate to enjoy a certain bonus have been living in China for a few 

years and have also learned some Chinese phrases. They therefore already fulfil criteria of a 

common guanxi base like the same hometown, the same language or maybe even circle of friends. 

They thereby triggered the guanxi process unconsciously, as they created a guanxi base and thereby 

moved closer to the core of Fei's (1992) ego-centred nature of the guanxi network (see Figure 1). 

 

The notion of increased efficiency, as a result of transaction cost advantages has often been 

examined among scholars. According to Luo (2007), it is one of the major benefits of guanxi. 

Conflicting, the majority of the respondents associated time and resource investment as a major 

disadvantage when establishing and maintaining guanxi. Arguably, guanxi is usually long-term 

orientation and could be seen as an investment rather than costs (Luo, 2007). However, the findings 

contradict in some ways, as it can be claimed that the Chinese would not attach such importance to 

the phenomenon if the costs were higher than the benefits. The respondents have stated several 

factors that could be a reason for the high costs of guanxi. Firstly, language barriers complicate and 

slow down the process. Secondly, being outsiders, they do not have the existing guanxi network 

that local businessmen have. Thirdly, the Chinese are used to establish and maintain guanxi as a 

part of daily life. This has been acknowledged by both, primary and secondary literature (e.g. Yang, 
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2002). It can be argued that they already consider the costs as fixed costs, which will pay off in the 

future.  

 

As predicted by Liao and Welsch (2003), social networks have proven to be a valuable source of 

social capital. The findings of this study indicate that guanxi utilization supports Austrian firms to 

access social capital in the form of resources. From a RBV a resource needs to be valuable, rare and 

imperfectly imitable to provide a firm a competitive advantage (Barney & Hesterly, 2010). First, it 

can be claimed that guanxi is valuable for a foreign firm as it provides access to a network of 

relationships and therefore new opportunities. Second, guanxi relations are rare, once a foreign firm 

has achieved the status of an ‘insider’. Third, the cultivation of xinyong (trust) and ganqing 

(affection), which is time-consuming but undeniably important, makes the relation to be not easily 

imitated by competitors. Accordingly, investment in guanxi is essential in order to establish a 

unique relationship (Tsang, 1998). The interviewees consider xinyong (trust) as the most important 

factor for establishing guanxi. The findings indicate, that Austrian firms view a high degree of trust 

as a factor that promotes the exchange of valuable resources. Consequently, it can be argued that 

guanxi, associated with a high degree of trust, leads to a greater exchange of information, which in 

turn may increase the trustworthiness even higher. Therefore, it can be claimed that guanxi fulfils 

RBV’s criteria to be competitive advantage. Nevertheless, the interviewees feared the risk of losing 

the connection, as ties are fragile, unstable and sometimes used in an opportunistic manner. The 

reason that guanxi is easily lost is exemplified by the interviewees by something as common as staff 

mobility. Furthermore, evidence from the empirical interviews indicates that information sharing 

enriches the partner’s know-how, which increases the likelihood of opportunistic behaviour of the 

Chinese partner. It is also suggested from the interview data that copying is a widespread problem 

in China. Especially Western information is viewed as valuable and business partners could steal 

know-how from the foreign firms. Accordingly, opportunistic behaviour would most likely put in 

danger the RBV’s criteria of competitive advantage but also the performance of foreign firms. The 

explanation of Li et al. (2008), who suggest that the positive effect of guanxi on foreign firms’ 

performance decrease, once a certain level has been reached, seems to be fruitful to the above-

mentioned challenges. To sum up, the utilization of guanxi ties and its relationship with the 

performance of foreign firms is highly complex. 
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Guanxi is often related with the topic of bribery and corruption (Harding, 2014). Especially the 

concept of gift giving is regarded as problematic, although it is a frequently used practice and social 

norm in China (Murray & Fu, 2016). The empirical data is in line, suggesting that Austrian firms 

are aware that gift giving could be related with corruption. The respondents state that, internally, the 

company’s code of conduct sets clear standards for what is allowed and what is not, and externally, 

the new government is stepping up its action against bribery and corruption since the 

implementation of the anti-corruption campaign. While this is the case for some firms, one can link 

the discussion to the influence of the middlemen, who may be not aware or not fully understand the 

code of conduct. Middlemen may engage in activities, like gift giving, that are valuable for 

themselves and their Chinese counterparts, with whom they cultivate a good guanxi relation. As the 

institutional theory suggests, societal norms influence individuals’ behaviour (Peng et al., 2009), 

which differ across countries. However, some norms may be common practice in one country, 

while being viewed more critically in another country. Furthermore, unethical behaviour may be 

interpreted differently, depending on the person’s background and hierarchy within society (Tan & 

Snell, 2002). Accordingly, utilizing the service of a middleman may be an efficient way of 

establishing guanxi. One should be cautious, however, as the middleman’s behaviour could entail 

significant risks when involved in conduct of questionable means. 

6. Conclusion 
This study focuses on guanxi as one of the unique aspects of conducting business in China. Special 

attention is given to inter-firm relations as a particular type of guanxi and its potential benefits and 

risks from a Western firms’ perspective. The main purpose is to answer the RQ of how 

interpersonal relationships (guanxi) can impact the performance of Austrian firms operating 

in China. This study provides an in-depth insight by combining qualitative empirical data collected 

through semi-structured interviews and secondary data. After theoretically and empirically 

analysing foreign firms’ experience with guanxi, their ways of establishing and maintaining guanxi 

and the risks and benefits that arise during the course of this process, I can introduce a final answer 

to the RQ and thereby contribute to the discovered research gap. 

 

Irrespective of the dynamic changes China has experienced since its liberalization, guanxi relations 

still greatly influence businesses in this country. Also for foreign companies, guanxi seems to be 

similar important. The findings indicate that guanxi can be perceived as a double-edged sword 
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when it comes to firm performance, as although it offers a number of benefits to foreign firms, 

some risks are not to be overlooked. To be more specific, guanxi might contribute to firm 

performance, as it enables foreign firms to conduct business in China, which is indicated to be 

possible only after a common guanxi base has been established. It is found that Western firms enjoy 

some advantages as foreigners when establishing guanxi, which is contrast to what previous studies 

have argued. In this sense, a guanxi relationship enables foreign firms to discover new opportunities 

by granting them access to a whole network. Guanxi relationships are found to have a favourable 

effect on performance as it allows firms acquiring social capital in the form of valuable tangible and 

intangible resources. Another performance driver lays in decreased transaction costs through the 

direct personal contact to another firm, which increases efficiency.  

 

However, the relation between guanxi and firm performance is moderated by the substantial costs 

related to establishing and maintaining guanxi. It is found that for foreigners guanxi is not only 

unfamiliar but also difficult to understand as the lines between business- and personal relationships 

are blurred. Especially language differences cause a lot of uncertainty as miscommunication can 

lead to new problems. For this reason, some firms utilize the service of a middleman. Certainly, a 

Chinese middleman is aware of the local conditions, the language and can act as a gatekeeper by 

establishing valuable guanxi relations. However, judgment about morality and ethicality is found to 

be different in China, which entails the risk that unethical behaviour related to guanxi might be 

uncovered some day in the future, leading to a reputational damage. Unethical behaviour is also 

found to derive from China’s widespread copy culture, as Western know-how is regarded as very 

valuable in China and thus used in an opportunistic matter. For Western firms in China this 

becomes especially noticeable and guanxi relations are perceived as unstable, fragile and intangible. 

In contrast to results from previous studies, it is found that the particular importance of saving face 

within the Chinese society can paradoxically diminish the benefits of guanxi. 

 

In summary, guanxi clearly opens up a range of new promising avenues for foreign firms 

conducting business in China. However, many factors become uncertain for foreigners, especially 

when facing large institutional distance. Austrian firms should keep in mind that there is no one-

size-fits-all strategy to increase performance by guanxi. Monitoring the ratio between costs and 

benefits of guanxi is especially important, as following the norms of guanxi is not legally binding. 
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In light of this, strategies of establishing and maintaining guanxi should be applied carefully and 

consciously with respect to one’s preferences and requirements of partners within the network.  

6.1	Implications	for	Theory	and	Practice	
In general, this study focuses on one of the most unique aspects of doing business in China, that is 

guanxi. In more detail, special attention was placed on B2B guanxi as the main topic of research. 

The results contribute to and complement the field of guanxi research. First, by cross-culturally 

examining the impact of guanxi on foreign firms operating in China. This is done by researching the 

effect that personal relationships and networks have on the firm performance from the perspective 

of Austrian companies. Second, both benefits and risks of guanxi are taken into consideration and 

provide a new perspective to the majority of studies that often solely focus on the former. This 

embraces how guanxi governance mechanisms as well as external factors like institutions influence 

the quality of relationships and ultimately affect firm performance.  

 

The findings of Austrian firms imply that guanxi may not necessarily improve firm performance. 

However, the present study indicates that guanxi opens the gate for conducting business in China. 

As guanxi is a social norm of doing business, with several unwritten governance mechanisms, 

managers are advised to deepen their understanding how guanxi but should be aware of not only the 

benefits but also the risks. Although the findings of this study are based on Austrian firms’, they 

provide similar validity for firms coming from an institutionally similar country. The first 

managerial implication is related with China’s widespread issue with the protection of intellectual 

property rights. It has been found that Austrian firms enjoy a foreigner bonus, which protects them 

to a certain degree from loosing face and also facilitates the process of establishing guanxi. 

However, the Chinese counterpart could exploit and utilize the information for his/her own benefit. 

Managers need to be aware how much and more importantly what information can be shared. 

Austrian firms can partly minimise the risk of copying, by not sharing sensitive information, 

training local staff about the importance of copyright infringements and by asking third parties like 

Advantage Austria, who are aware of the local conditions. Second, the language barrier when 

establishing and maintaining B2B guanxi was hardly touched upon in previous literature. So, MNCs 

should be aware that the service of an interpreter entails the risk that it is more challenging to 

establish mutual trust and affection, which are important elements of good quality guanxi and 

usually cultivated through informal discussions about personal subjects. Also, the deficiency of 

some interpreter’s technical vocabulary increases the risk of misunderstandings. Managers who 
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wish to establish a strong guanxi connection should therefore improve their Chinese language skills. 

Austrian firms could utilize their established networks to find and employ Chinese native speakers 

with international experience, who are aware of the Chinese and Austrian cultural differences. 

Third, emotional elements have a great influence on business relations in China. The findings of 

this study stress the significance of intercultural training for Austrian employees, so they have a 

thorough understanding about important Chinese factors like trust, affection, face, the importance of 

social status and hierarchies, as well as understanding their meaning in private and business. In 

addition, the interview data suggests that the code of conduct should be clear, understandable and in 

line with the institutional different standards of China, especially regarding unethical behaviour in 

an institutionally and culturally distinct environment. Managers should be aware that giving gifts 

and dinners is a sign of goodwill in China and it is thus essential that Austrian managers embrace 

the distinct Chinese manner of doing business.    

6.2	Limitations	
When conducting a study of this scope one must bear in mind that limitations emerge. The author 

has encountered at least four limitations. 

 

Firstly, interviews with Chinese employees would have provided valuable insights and an 

interesting perspective to this study. Therefore, guanxi and its impact on firm performance would 

have been also analysed from the perspective of native Chinese and not solely from a Westerners 

perspective. Nevertheless, the majority of the interviewees have worked and lived in China for a 

long period of time and thus not only provided theoretical but also practical knowledge. Also, in 

order to partly circumvent this limitation, secondary literature that was conducted by Chinese 

scholars, observing Chinese firms. 

 

Secondly, an increased number of interviewed companies would have provided richer, 

comprehensive data and thus increased their reliability. All firms that matched the criteria (see 

3.3.2) have been contacted but only five agreed to participate. A study with companies of different 

sizes and industries would have provided possibilities for comparison. In order to partly circumvent 

this limitation, data from the Economic Advisor Kronreif provides a comprehensive overview of 

Austrian firms operating in China. 

 



76 

Thirdly, no firms from other countries have been contacted. This is a limitation as it could have 

provided interesting insights of risks and benefits of guanxi that are common or distinct for all 

foreign firms. Especially firms from countries with similar institutions and culture would have 

provided valuable insights. This would also strengthen the validity of the findings. However, this 

study has created a solid basis and can be used as a basis for further cross-cultural guanxi research.  

 

Fourthly, interview data have been transcribed and interpreted by the author of this study only. 

Several authors could have interpreted the data in different ways, which is related to the issue of 

bias and reliability (Saunders et al., 2009). However, bearing the disadvantages of qualitative data 

in mind, the author of this study has included samples of interview transcripts (see Appendix 6-8) to 

enable the readers of this study to review the data themselves. Furthermore, date triangulation partly 

reduces this limitation, as comparable studies on the same area show how other researches 

interpreted their data. 

6.3	Further	Research	
The topic of guanxi is, especially from a Westerners’ perspective, relatively unexplored. Therefore, 

numerous suggestions for further research have been uncovered. These ideas can be considered as 

an extension of current study and would furthermore help to fill the research gap. 

 

• Research with a geographical perspective to guanxi. China is one of the largest countries in 

the world and the level of economic development greatly varies across the provinces. It is 

questionable whether the way the Chinese behave regarding guanxi is the same in different 

parts of China. Thus, it would be interesting to investigate whether the results of this study 

are valid for the whole country or not.  

• To investigate on the effects of B2G guanxi. The findings of this study reveal that the 

Chinese government still exerts a great amount of influence on Chinese firms and market. A 

study of B2G guanxi could assess the government’s influence on foreign firms. It is of 

interest to observe both the process of establishing and maintaining guanxi, including 

dinners and gift giving and how the Chinese government can impact the performance of 

Austrian firms in China. 

• Research of the importance of relationships in other Asian countries. As briefly mentioned, 

the notion of guanxi stems from Confucianism and relationships in business play an 

important role in other Asian countries as well. It is interesting to examine if other countries 
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with Confucian roots also implement concepts guanxi alike, to which extent they are 

important, and which particularities are important when conducting business.   
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Appendices 
 
Appendix 1: Position of Respondents 

Engel Austria GmbH is a global manufacturer of injection moulding machines and associated 

automation systems. The interview was conducted with Thomas Auböck who moved to China in 

2006. For the first two years he has been sales manager for the machines produced at the Shanghai 

plant. In 2008 he took over as leading sales manager for China. In this function, he has built up a 

sales team including a back office with 30 employees. The interviewee moved back to Austria in 

2013 and is now responsible for customers with an Asian background. 

 

Fronius International GmbH is active in the fields of welding, photovoltaic and battery charging 

technology. Two representatives from Fronius have been interviewed namely Michael Eberhard, 

Area Sales Manager (China, Japan, Korea, Taiwan), and Christian Hueber, Sales Project Manager 

for Automation. The two interview partners complemented each other very well during the 

interview. Christian Hueber has a broad view of the Austrian firm and its activities worldwide, 

while Michael Eberhard has a very detailed knowledge of the Chinese culture and its peculiarities in 

business conduct, and through local experience in China he has also been able to provide many 

practical examples on this study’s topic. 

  

Company X is an Austrian industrial and technology firm. The multinational firm is both 

producing and selling its equipment in China. The interviewee, who prefers to stay anonymous, has 

gained experience in China during several business trips and through a close private connection to 

China. 

 

Company Y is an Austrian industrial firm with close relations to the international engine and 

automotive industry. The interviewee regularly travels to China for business conduct. 

 

Aussenwirtschaft Austria accompanies Austrian firms with their internationalisation efforts in 

China. They provide a comprehensive range of services in the areas of knowledge, platforms and 

partners, be it for the establishment of professional contacts, assistance in business initiation or as 

support with the local language or economic knowledge. Lisa Kronreif works as an Austrian 

economic delegate in the Foreign Trade Centre Shanghai and has on that basis a broad 

understanding of the advantages and challenges Austrian firms have in China. 
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Appendix 2: List of Austrian Firms with local offices / subsidiaries in China 

Firm name 
 

Location Industry 

ALPINE METAL TECH GmbH Regau Mechanical 
engineering 

Andritz AG 

 

Wien Machinery and plant 
engineering 

AST Eis- und Solartechnik GmbH 
 

 

Reutte Ice rinks and solar 
systems 

B&R Industrial Automation GmbH 

 

Eggelsverg Automation 

cms electronics gmbh 
 

 

Klagenfurt am 
Wörthersee Electronic assembling 

Doppelmayr Seilbahnen GmbH 
 Wolfurt Ropeway engineering 

emporia Telecom GmbH & Co KG 

 

Linz Telecommunications 

EREMA Engineering Recycling Maschinen und Anlagen GmbH 
 

 

Ansfelden/Linz Plastic recycling 

Fronius International GmbH 

 

Wels 
Welding, photovoltaic, 
battery charging 
systems 

Joh. Pengg AG 
 Thörl Spring steel wire 

engineering 

igm Robotersysteme AG 
 

 

Wiener Neudorf Robotic welding 

IMSB Consult Gesellschaft m.b.H 
 

Maria 
Enzersdorf Consulting 

INAUT Automation GmbH 

 

Ruprechtsdorf Automation 

Kapsch CarrierCom AG 
 

 

Wien Telecommunications 

M & R Automation GmbH 
 

Grambach bei 
Graz Industrial automation 

Miba Gleitlager Austria GmbH 
 

 

Laakirchen Metals and metal 
processing 

pentanova gmbh 
 

 

Gleisdorf Industrial Automation 

PEX-Logistics International GmbH 

 

Linz Logistics 
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Rosendahl Nextrom GmbH 

 

Pischelsdorf in 
der Steiermark 

Battery Machines, 
Cables & Wires 

TCM International Tool Consulting & Management GmbH 

 

Stainz Management 
Consulting 

Tridonic GmbH & Co KG 

 

Dornbirn Lighting solutions 

Wollsdorf Leder Schmidt & Co GesmbH 
 Wollsdorf Leather production 

 
 
 
Appendix 3: Example contact letter in German and English 

Letter in German: 
 
Sehr geehrte Damen und Herren, [oder Name Ansprechpartner]  
 
mein Name ist Andreas Platzl, und ich bin Student am Institut für „Business and Development 
Studies“ an der Copenhagen Business School. Im Rahmen meiner Forschungsarbeit befasse ich 
mich mit dem Thema „Beziehungen und Netzwerke in China“. Ein Schwerpunkt meiner Arbeit 
liegt dabei auf der Frage: Ob und wie diese Beziehungen einen wirtschaftlichen, sozialen oder 
anderweitigen Vorteil für Unternehmen bringen können.  
 
In meiner Arbeit befasse ich mich mit wichtigen Konzepten und Kriterien, die Einfluss auf ein 
erfolgreiches Wirtschaften in China bzw. im chinesischen Raum haben. Die Grundlage für meine 
Arbeit bildet die relevante Forschungsliteratur zu diesem Thema. Darauf aufbauend vergleiche ich 
die Ergebnisse aus der Forschung mit Vorgehensweisen aus der Unternehmenspraxis. Dazu führe 
ich Interviews mit österreichischen Unternehmen, die Wirtschaftsbeziehungen zu China oder eine 
Zweigstelle in China haben.  
 
Für meine Forschungsarbeit würde ich sehr gerne ein persönliches Gespräch mit Ihnen führen. 
Dieses würde nicht mehr als eine Stunde Ihrer Zeit in Anspruch nehmen und würde ehestmöglich 
stattfinden. Selbstverständlich wäre eine Anonymisierung des Interviews, falls von Ihnen 
gewünscht, möglich. Sehr gerne lasse ich Ihnen nach Abschluss der Arbeit meine Ergebnisse 
zukommen, die Ihnen eine Vergleichsmöglichkeit zu anderen Unternehmen bieten werden. 
 
Ich würde mich sehr über Ihre Teilnahme am Interview freuen. Sollte es Ihnen nicht möglich sein, 
am Interview teilzunehmen würde ich mich freuen wenn Sie mir einen alternativen 
Gesprächspartner empfehlen würden.  
 
Vielen Dank im Voraus! 
Mit freundlichen Grüßen, 
Andreas Platzl 
 
 
Letter in English: 
 
Dear Ladies and Gentlemen! (or name of the person, if known) 
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My name is Andreas Platzl and I am a student at the Institute for Business and Development Studies 
at the Copenhagen Business School. I am currently working on my Master's thesis on 
"Relationships and Networks in China", with a focus on the question "Whether and how these 
relationships can bring an economic, social or other value-adding benefits but also risks for 
companies". My supervisor is Dr. Jakob Lindahl, who himself wrote his thesis on this topic, is a 
researcher and teaching at the CBS at the Institute of Management, Society and Communication. 
 
In my work I am concerned with important concepts and criteria that influence a successful 
economy in China or in the Chinese region. The basis for my work is the relevant research literature 
on this topic. Based on this, I compare the results of the research with approaches from business 
practice. In order to gain insight into business practice and gain practical experience, I conduct 
interviews with competent experts who have already gained experience in the Chinese economic 
area.   
 
Of course, the results will be treated confidentially and, of course, you will also receive a copy of 
my study. This will provide new insights and ideas for your future cooperation with Chinese 
companies.  
 
I would be very pleased if you would share your experience and expertise with me. I would contact 
you in the next few days for coordination of appointments. 
 
With kind regards, 
Andreas Platzl 
 
If you have any further questions about the project, please feel free to contact me at any time at this 
address: 
Andreas Platzl 
Lacknergasse 110, Tür 9 
1180 Wien 
Tel.: 043 677 619 522 51 
andreas.platzl@gmail.com 
 
Appendix 4: Interview guide in English 

Interview guide  
Research project carried out by: Andreas Platzl 

Institution: Copenhagen Business School, Denmark 

Period of Data Collection: November and December 2017 
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Interviewee:  

Firm:  

Position:  

Date:  

Place:  

Length:  

Anonymous (Yes/No):  

Recorded (Yes/No):  

 

Section A. General questions 

1. How long have you been working for this company? 

2. Can you shortly describe your role in the company? 

3. When was the time of entering into China? 

4. What is the firm’s situation in China? (Size in relation to competitors) 

 

Section B. Definition of the phenomenon 
1. What have you experienced as the most unique aspects of doing business in China? 

2. How do you think does the Chinese culture influence the way business is conducted? 

 

Section C. Relationships with Stakeholders 
1. Which actors (e.g. suppliers, partners, customers, competitors, government…) does your 

company have a relationship with? 

2. What type of stakeholder have you had particularly close relationships with? 

3. Have your firm established business relationships in China before any business transactions were 

carried out? 

 

Section D. Base of guanxi 

1. What was the specific intention for building relationships with Chinese businesspeople? 

2. Do you think that these relationships with Chinese counterparts are taking place on a more personal 

level? 

a. If yes, why do you think so?  

b. If no, did the counterparts give a sign to make the relationship more personal? 

3. Do you believe that your network has an influence on your reputation in Chinese society? 
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a. If yes, how can it positively and negatively influence business? 

b. If no, how are you experiencing the risk of being excluded from your network? 

4. In what ways have your company tried to build trust with Chinese businesspeople? 

5. How did your company strengthen the relationships with the Chinese counterpart? Were dinners, 

banquets arranged or gifts given? 

6. Why do you think are relationships in China established to last for a longer period of time than usual 

business relations in the West? 

7. How has your personal network helped you when you were experiencing problems in 

business? 

 

Section E. Influencing Factors 
1. How have you perceived that the Chinese laws, regulations or other enforcement mechanisms have 

been an obstacle for business success? 

a. In what ways has it affected your ways of doing business? 

2. How are the Chinese social norms, unwritten social codes and customs influencing the way business 

is conducted? 

 

Section F. Advantages of Relationships 
1. How do you think have your relations to other firms influenced your business activities? 

2. How is your company benefiting from having relationships with suppliers? 

3. How is your company benefiting from engaging in relationships with customers? 

4. In what ways have relationships with competitors positively affected your company? 

5. How do you think can relationships and networks in China increase firm performance? 

 

Section G. Risks of Guanxi Relationships 
1. In what ways have you experienced difficulties when establishing guanxi relationships with 

other companies? 

2. In what ways have you experienced that establishing guanxi relationships with customers can 

take a considerable amount of time and resources? 

3. In what way can guanxi relationships with customers lead to a loss of reputation? 

4. In what ways have you perceived that guanxi relationships to other firms can be more costly than 

beneficial for your firm? 

5. In what way have you experienced the risk of being trapped in your network of relationships? 

6. How have you perceived the risk of being excluded from your network? 
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7. How can guanxi relationships with suppliers be disadvantageous as they allowed your firm to only 

access resources approved by them?  

8. In what ways have you perceived that your firm is unable to take advantage of opportunities 

outside the network when engaged in supplier guanxi relationships? 

9. In what ways can guanxi relationships with competitors be perceived as bribery or corruption? 

10. How can relationships with customers in China negatively affect firm performance? 

 

Section H. Guanxi 
1. Have you ever heard of the Chinese phenomenon of guanxi? 

2. In what ways, according to your experiences, can guanxi positively impact firm performance? 

3. What is the main issue with guanxi in China? 

4. How would you in the future work with guanxi? 

5. Are there any issues related to guanxi that you think are important to mention? 

 

Thank your very much for your time and valuable insights! 

 

Contact information: Andreas Platzl 

Address: 

Lacknergasse 110 / 9 

1180 Vienna 

Mobile: +43 677 619 522 51 

eMail: anpl15ab@student.cbs.dk 

 

Appendix 5: Interview guide in German 

Interview-Leitfaden  

Forschungsprojekt durchgeführt von: Andreas Platzl 

Institution: Copenhagen Business School, Denmark 

Erhebungszeitraum: November and Dezember 2017 

 

Befragter:  

Firma:  

Position:  
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Datum:  

Ort:  

Dauer:  

Anonym (Yes/No):  

Mitgeschnitten (Yes/No):  

 

 

Abschnitt A. Allgemeine Fragen 

1. Wie lange arbeiten Sie schon für diese Firma? 

2. Können Sie kurz Ihre Rolle im Unternehmen beschreiben? 

3. Wie lange haben Sie in China gearbeitet? 

4. Wie ist die Situation der Firma in China? (Größe im Vergleich zu Wettbewerbern) 

 

Abschnitt B. Definition des Phänomens 

1. Was ist Ihrer Meinung nach besonders im Chinesischen Geschäftsleben?  

2. Wie beeinflusst Ihrer Meinung nach die chinesische Kultur die Art und Weise, wie 

Geschäfte in China durchgeführt werden? 

 

Abschnitt C. Beziehungen zu Stakeholdern 

1. Mit welchen Stakeholdern (z.B. Lieferanten, Partner, Kunden, Konkurrenten, 

Behörden...) steht Ihr Unternehmen in Beziehung? 

2. Mit welchen Stakeholdern pflegen Sie besonders enge Beziehungen? 

3. Hat Ihre Firma bereits Geschäftsbeziehungen in China aufgebaut, bevor 

Geschäftsabschlüsse getätigt wurden? 

 

Abschnitt D. Guanxi-Basis 

1. Was war das Ziel, Beziehungen zu chinesischen Geschäftsleuten aufzubauen? 

2. Glauben Sie, dass Beziehungen zu chinesischen Stakeholdern auf einer persönlicheren 

Ebene stattfinden? (im Vergleich zu Europa?) 

a. Wenn ja, warum glauben Sie das?  

b. Wenn nein, gaben die Partner ein Zeichen, um die Beziehung persönlicher zu gestalten? 

3. Glauben Sie, dass Ihr Netzwerk einen Einfluss auf Ihren Ruf hat? 
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a. Wenn ja, wie kann dieser das Geschäft positiv und negativ beeinflussen? 

b. Wenn nein, was kann Ihrer Meinung nach ein Grund dazu sein, von Ihrem Netzwerk 

ausgeschlossen zu werden? 

4. Auf welche Art und Weise hat Ihr Unternehmen versucht, Vertrauen zu chinesischen 

Geschäftsleuten aufzubauen? 

5. Wie hat Ihr Unternehmen die Beziehungen zu chinesischen Geschäftspartnern gepflegt? 

Wurden Abendessen, Bankette arrangiert oder Geschenke gemacht? 

6. Warum glauben Sie, dass Beziehungen in China auf längere Sicht ausgerichtet sind, als die 

üblichen Geschäftsbeziehungen im Westen? 

7. Wie hat Ihnen Ihr persönliches Netzwerk geholfen, wenn es Probleme in der Firma 

gab? 

 

Abschnitt E. Einflussfaktoren 

1. In welcher Weise haben die chinesischen Gesetze, Verordnungen oder andere Regulativen 

ein Hindernis für den Geschäftserfolg darstellen? 

a. Inwiefern hat sich dies auf Ihre Geschäftspraktiken ausgewirkt? 

2. Inwiefern beeinflussen in China gelebte Normen,Rituale und Bräuche die Art und Weise, 

wie Geschäfte geführt werden? 

 

Abschnitt F. Vorteile von Beziehungen 

1. Wie haben Ihrer Meinung nach Beziehungen zu anderen Firmen Ihre Geschäftstätigkeit 

beeinflusst? 

2. Wie profitiert Ihr Unternehmen von Lieferantenbeziehungen? 

3. Wie profitiert Ihr Unternehmen von Kundenbeziehungen? 

4. Inwiefern haben sich die Beziehungen zu Wettbewerbern positiv auf Ihr Unternehmen 

ausgewirkt? 

5. Wie können Ihrer Meinung nach Beziehungen und Netzwerke in China die Performance der 

Firma steigern? 

 

Abschnitt G. Beziehungsrisiken 

1. Inwiefern haben Sie Schwierigkeiten beim Aufbau von Beziehungen zu anderen 

Unternehmen gehabt? 
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2. Auf welcher Weise haben Sie erlebt, dass der Aufbau und die Pflege von 

Kundenbeziehungen viel Zeit und Ressourcen in Anspruch genommen hat? 

3. Inwiefern können Kundenbeziehungen zu einem Reputationsverlust führen? 

4. Können Ihrer Meinung nach Beziehungen zu anderen Firmen sogar mehr Nachteile 

als Vorteile haben? 

5. Inwieweit schätzen Sie das Risiko ein, in Ihrem Beziehungsgeflecht gefangen zu sein? 

6. Wie schätzen Sie das Risiko ein, von Ihrem Netzwerk ausgeschlossen zu werden? 

7. Inwieweit können Beziehungen zu Lieferanten nachteilig für ihr Unternehmen sein, da das 

Unternehmen gefahr läuft vom Lieferanten abhängig zu sein? (Opportunitätskosten)  

8. Inwiefern können Lieferantenbeziehungen dazu betragen, dass Chancen außerhalb des 

eigenen Netzwerkes verwahrt bleiben? 

9. Wann können Beziehungen zu Wettbewerbern als Bestechung oder Korruption 

wahrgenommen werden? 

10. Inwieweit können Beziehungen zu Chinesischen Kunden die 

Unternehmensperformance negativ beeinflussen? 

 

Abschnitt H. Guanxi 

1. Haben Sie schon einmal von dem chinesischen Phänomen Guanxi gehört? 

2. Inwiefern kann guanxi nach Ihren Erfahrung nach die Unternehmensperformance 

positiv beeinflussen? 

3. Was ist das Hauptproblem mit Guanxi in China? 

4. Wie würden Sie in Zukunft mit guanxi arbeiten? 

5. Gibt es irgendwelche Probleme, die mit Guanxi zu tun haben und zu erwähnen sind? 

 

Herzlichen Dank für Ihre Zeit und Mitarbeit! 
 

 

Kontaktinformation: Andreas Platzl 

Addresse: 

Lacknergasse 110 / 9 

1180 Vienna 

Mobil: +43 677 619 522 51 

eMail: anpl15ab@student.cbs.dk 
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Appendix 6: Transcribed Interview with ADVANTAGE AUSTRIA 

Interview with Lisa Kronreif, Vice Consul of Commercial Affairs for ADVANTAGE AUSTRIA in 
Shanghai.  
 
Interviewee: Lisa Kronreif 

Company: ADVANTAGE AUSTRIA Shanghai 

Position: Vice Consul of Commercial Affairs 

Date: 04.12.2017 

Place: Shanghai 

Length: Questionnaire sent by mail 

Anonymous (Yes/No): No 

Recorded (Yes/No): No 

 
1. Please tell me something about yourself as an economic delegate in China (role in the company, 
years in China etc.)?  
 
Since 2016 I am working as Vice Consul of Commercial Affairs for ADVANTAGE AUSTRIA Shanghai 
(Austrian Consulate General - Commercial Section). So I have been living here for about one and a half 
years now. ADVANTAGE AUSTRIA, with its 110 offices in over 70 countries, provides a broad range of 
intelligence and business development services for both Austrian companies and their international business 
partners. Around 800 employees and 35 consultants around the world are actively working to locate Austrian 
suppliers and business partners and to bring business contacts together. Other services provided by 
ADVANTAGE AUSTRIA range from introductions to Austrian companies looking for importers, 
distributors or agents to providing in-depth information on Austria as a business location, to trend scouting 
and assistance in entering the Austrian market.  
 
2. What have you experienced as the most unique aspects of doing business in China?  
 
I believe that in principle there is no real difference in preparing to do business in China than preparing to do 
business in any other country in the world. In every country or region there are certain aspects to take into 
consideration and cultural differences to be aware of. In general I would say that one needs to make sure to 
have the following aspects figured out when doing business in China: Have a business plan, have a long 
breath and be patient, personal Relationships matter and embrace mistakes & learn from them! What I am 
trying to highlight is that you have to be aware of these things to understand Chinese culture and business 
practices in order to be successful.  
 
3. What is the specific intention when building relationships with Chinese businesspeople?  
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The same intention as everywhere: to strengthen ties in order to develop the business, driven by a desire for 
advancement of the company and survival of the organization. Guanxi can be an important in order to be 
able to create new business for SMEs as they often do not have a strong brand or sufficient trust in 
relationships for doing their business. Also many SMEs lack resources, legitimacy and government support. 
In such an environment guanxi can be of key importance in order to cultivate business relationships, to 
manage scarcity, to secure distribution channels and production factors and to enhance institutional support. 
In this way SMEs are in a way more dependent on guanxi than larger companies, simply due to their 
different needs and capacities.  
 
4. Why do you think are Austrian companies trying to build trust with Chinese counterparts (e.g. 
managers, sales persons, customers)?  
 
For hundreds of years China has lacked a strong rule of law to provide certain legal protection, as we know it 
in the Western world. Therefore, the Chinese developed other means of ensuring trust amongst 
THEMSELVES – on a personal, as well as on a business level. “Maintaining face” among the people in your 
network is a key element of Chinese culture. Because maintaining face is so important, Chinese are unlikely 
to take advantage of a person they have guanxi with. If they would break the trust they established all of the 
people in their network would know and they would lose face – and therefore also respect - with this 
network. It is similarly important for Austrian companies to develop strong guanxi with Chinese counterparts 
and government organizations as it will help them in case they are facing problems doing business in China.  
 
5. Have you ever heard of the Chinese phenomenon of guanxi?  
 
Yes, of course I have. If you live and work in China you will ultimately be confronted with this concept. The 
word for building connections and relationships in Chinese is ‘guanxi’, but it also implies the ability to 
accomplish things. It is an integral part of the way business is done here, even though the term “guanxi” is 
not really used publicly in China.  
 
6. In what ways, according to your experiences, can guanxi positively affect firm performance?  
 
If you are entering with strong local partners who have a reputation for long term commitment it can greatly 
impact your chance of success. These partners can give you access to their extended networks and they 
essentially lend you THEIR credibility for your business endeavors. However, resource investment such as 
dedication, time, human capital and money are a prerequisite for creating and maintaining guanxi-
relationships. Guanxi is an organizational resource that belongs to certain individuals. It is not like other 
resources like know-how, capabilities and skills which contribute to a better performance, increase 
effectiveness or efficiency. Guanxi is a mobile human resource, meaning that when an employee leaves the 
company, the guanxi connections also leave. And this is particularly serious for SMEs and start-ups as they 
often struggle to keep their best human resources.  
 
7. Could you describe me how firms are benefiting from having guanxi relationships with suppliers?  
 
One of the most valuable advantages of guanxi-relations is the access to valuable information, such as about 
the market information, information about potential business opportunities, suppliers, customers, competitors 
etc. This can – in the best way – result in the advantage of being the first in the market. Another benefit of 
guanxi-relations is the development of business (access to new deals and maintaining already established 
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deals). Guanxi can also reduce transaction costs and decrease opportunistic behavior from other parties. The 
fear of losing good quality guanxi when a business partner leaves prevents the other party from switching to 
a competitor.  
 
8. How are firms benefiting from engaging in guanxi relationships with customers?  
 
Guanxi is a strategic tool for approaching customers. The elements of guanxi can be well integrated in 
customer relationship marketing and impact the performance of a company in terms of what a business can 
offer its customers. Guanxi ideally shall help to find and establish contacts for the purpose of business 
expansion as well as to retain customers. Many companies have also set aside a specific budget for 
establishing and maintaining guanxi relationships with customers. Guanxi in different departments is used 
for different purposes. Guanxi by members of the marketing department is used for obtaining new market or 
competitor information. Guanxi in the sales department is used for approaching buyers and gaining new 
customer contracts. In the purchasing department guanxi is mainly targeted at suppliers for identifying the 
relevant suppliers and maintaining a safe supply of goods. Guanxi with government officials for example is a 
completely different approach than guanxi with suppliers or customers.  
 
9. In what ways can guanxi relationships with competitors positively affect firms?  
 
Relationships with competitors are generally beneficial in my opinion as it helps your business improve. 
Competitors form partnerships to improve capabilities which helps to respond to customers, solve problems 
and facilitate effective collaboration. Guanxi much rather promotes proactivity and cooperative approaches, 
reduces competitive attitudes towards conflict and improves market intelligence. That way a partnership and 
collaboration becomes much more effective. Also it helps to foster new and more efficient inventory 
management systems, which enables companies to also monitor the capabilities and strategies of their 
competitors. This consequently allows them to create a proper marketing strategy before their competitors do.  
 
10. In what ways can firms experience that guanxi relationships with customers can take a 
considerable amount of time and resources?  
 
Guanxi is a strategic tool for approaching customers. But it also means a lot of investment costs. The biggest 
costs associated with guanxi are time, financial investment, personal effort, reciprocation of favors and 
uncertainty about the span of time of reciprocation of favors as well as uncertainty about actual guanxi 
outcomes. Yet, these costs are perceived rather as an investment than an expense. The common perception is 
that it is just a matter of time to when the investment will bear fruits.  
 
11. Could you tell my how firms are experiencing the risk of being trapped in their guanxi network?  
 
You have to be careful not to accept offers from someone who wants to SELL you access to their networks, 
because these networks are usually of low value or involved in illegal activities. Chinese business people are 
very selective about their networks and the obligations that come with them, so real relationships are never 
up for “sale”. You should try to find partners with positive international experience and already know the 
value of having foreign partners. They can help you to understand the expectations that come with any favors, 
and they are more likely to trust you and evaluate their risk correctly because they are familiar with 
international business norms. They will understand your constraints and will be less likely to be stuck in 
tricky situations or expose you to unnecessary risks. In order to achieve having such a relationship you have 
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to be worthy of the credibility and relationships that you are “borrowing” from your local partners.  
 
12. In what ways have you perceived that firms are unable to take advantage of opportunities outside 
the network when engaged in supplier relationships?  
 
Guanxi is not everything – yet it is still important when living in China and doing business here. However, 
nowadays China is a highly competitive business environment which has adopted many western business 
practices – especially in an international city like Shanghai. Therefore, guanxi is definitely not the only way 
to do business here or an unsurmountable barrier to take advantage of opportunities in the Chinese market. 
Yet, it is important to choose strong, reliable partners with a reputation for long-term commitment and 
international experience. This is particularly true for small companies which may face the lack of access to 
goods directly from the manufacturer because of large minimum order quantities. Guanxi relationships can 
help in this case via backdoor agreements.  
 
13. In what way can relationships with customers lead to a loss of reputation?  
 
There is positive and negative guanxi. With positive guanxi companies can establish close relationships on 
the basis of trust, emotional ties and long-term benefits for both sides. Negative guanxi refers to business 
relationships which stem from utility and opportunism reasons. Often, negative guanxi is associated with 
kickbacks, bribes and material benefit. This can be very harmful for the reputation of a company. Also, the 
concept of corporate reputation is fairly new for many Chinese organizations as it was usually confused with 
brand awareness. It used to be a common belief among Chinese that advertising created brands and that a big 
investment would create a mega-brand, thinking “If you are well-known, sales will automatically go up”. 
Nowadays, Chinese firms take corporate reputation more seriously, but the Chinese understanding of 
corporate reputation is very different from the way it is understood and applied in the Western world.  
 
14. What is the main issue with guanxi in China?  
 
I think the main issue with guanxi in China is that Westerners do not fully understand the concept. What is 
important to understand is that in the West, a relationship is established after a transaction has successfully 
taken place. In Asia, or China in particular, a transaction happens as a RESULT of good relationships. 
Guanxi is an integral part of doing business in China, but it is definitely not the only thing that is important. 
Strong relationships alone will not ensure that you will be able to achieve your business goals in China. You 
still need a strong overall business to be successful. Those who claim that guanxi alone enables your 
company to grow in China are wrong.  
 
15. How would you in the future work with guanxi?  
 
China is in a transition period currently. It is possible that guanxi will become less important in the future as 
China develops a more advanced legal framework. That way the conditions for a relation-based society will 
probably disappear slowly. Guanxi I think will still exist, it will just not be present in the way that it is now, 
it will just have to adapt to a modern, more open and more mature market. It is possible that there will be 
more emphasis on material values with more demanding and self-confident guanxi partners. It is also highly 
likely that our role as ADVANTAGE AUSTRIA will change in the future due to an adapted management 
style. As the official representatives of Austrian businesses abroad we have to pay even more attention 
regarding guanxi practices than private enterprises and state-owned institutions. 
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Appendix 7: Transcribed Interview with Fronius 

Interview with Michael Eberhard, Area Sales Manager (China, Japan, Korea, Taiwan), and Christian Hueber, 
Sales Project Manager for Automation 
 
Interviewee: • Michael Eberhard 

• Christian Hueber 
Company: Fronius International GmbH 
Position: • Area Sales Manager 

• Sales Project Manager for Automation 
Date: 11.24.2017 
Place: Wels (Austria) 
Duration: 60 minutes 
Anonymous (Yes/No): No 
Recorded (Yes/No): Yes 
AP: How long have you been working for this company? 
ME: I´m at Fronius since 2002. That means 15 years and roughly 14 years regularly travelling to China. 
There was a time in 2011 where I left for about 9 months to live in China with my family because of the 
founding of our subsidiary. So I supported on site.  
 
CH: My name is Christian Hueber. I am sales project manager for automation. I started working fo Fronius 
in 2009. I had a short interruption of 4 months this year. But then I went back to Fronius, where I do the 
same what I´ve done in the past. I´m about two times per year in China.  
 
AP: Can you shortly describe your role in the company especially in relation to China? 
 
ME: I started 14 years ago as a technician, showing our welding equipment on site and supporting our sales 
in general. 5 years ago I became the area sales manager for China. That means I am responsible for the 
conversation between our subsidiary and our main representative of Fronius as a sales and production 
organization. I am basically standing in the middle between 3 companies, trying to bring their interests 
together.  
  
CH: I also work in the “perfect welding” department, but in the automation. This department has around 70 
employees. Our turnover in 2016 was roughly 20 Million Euros. We basically sell automation solutions for 
welding. This belongs not to robotics because these are customers to us and we don't want to be in direct 
competition. So this was a strategy in the past that we do not handle such products. We have more or less … 
We have also solutions for overlay welding, which was also at every successful pool product in Asia as well.  
 
AP: When was the time of entering into China? What is the firm’s situation in China?  
ME: Fronius entered the Chinese market with welding equipment in 1998. In that year, we had a first 
connection to our representative. This representative is located in Hong Kong and founded several 
companies located in China. That means we basically sell to Hong Kong and from there on our way of 
business is not anymore touching us, basically. It is not that easy, but basically. In 2011 we founded our own 
subsidiary on site in China.  
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AP: Where you also produce? 
ME: No. Never. We don’t produce in China. We are only selling.  
 
AP: What was the reason for Fronius to enter the Chinese market around 20 years ago? 
ME: First reason, the size of the market. Second reason, the unity of the market, which means that you have 
everywhere in China the same rules, people speak the same language. This makes the whole thing very, very 
interesting. Compared to the European community, we have a 3 times bigger market in general than Europe, 
but Europe has 40, 50 or 60 different languages and different cultures and different habits and different ideas, 
whatever. In China, sure, having a lot of minorities and also languages. But over this, there is one language – 
Mandarin- standing, and one government – the party –standing, and there coming the rules from. So, 
following these rules, you need to be present in China. Because of the successes from 1998 to 2007, 08, 09, 
10, Fronius entered the market with a subsidiary. 
First of all: as a risk management.  
Second: To be present on the market, as a producer or a final brand. Because even the brand, Fronius, is 
splitted in China in two names.  The representative gave Fronius another name in China as the Chinese are 
not looking on our letters. So, when talking about Fronius in China you have to use another name for the 
company. 
  
AP: So you really try to adapt to the Chinese market and Chinese thinking? 
ME: Yes, absolutely. In terms of marketing it is totally required to be recognized as… not a local player, but 
as a local-adapted player. Because everything from our side is first of all ok, let’s say, expensive. This is 
number one. With a local adaptation you get the chance to explain. What does that mean, what do you get for 
the money.  
  
CH: Was it also to give the brand Fronius more strength? 
ME: More strength? No. 
  
CH: What is important to mention for Andreas is that we also have the representatives’ parallel. This was not 
that we cancelled the contracts with our representatives, but parallel with out subsidiaries. Thus, we handle 
different customer segments.  
  
ME: I would like to handle in relationship management, why we split it that way. Because, this is the main 
reason, why such a lot of companies in China fail.  
  
AP: What have you experienced as the most unique aspects of doing business in China? 
CH: Of course: technology. You cannot enter the market without this technology we have here in Europe. As 
a technology leader you give the customer the feeling that you are the right supplier for them. In order to 
compete against local companies you need a strong brand to have the possibility to convince customers. Can 
you agree to that? 
  
ME: I absolutely agree.  
  
CH: Of course, there are also other influences, which Fronius cannot do. You have an agent problem to 
convince customers.  
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ME: I would go a little bit different. To me, in the first times when I entered China, the biggest fascination 
was, that there are so many people. Unbelievable how many people. We are not used to that. Whenever you 
are in China, whenever you are there, you never have quietness. Everywhere you have anything, which is 
artificially produced. Any noise, if it is a train, if it is a car, shouting people or crying babies. You always 
have noise outside, which is artificially done by humans. And, in history any way, the biggest population to 
the world has always been in the Chinese area. From the history we know. So, also the social habits of 
people are totally different to us. Chinese people in general are first of all open and positive, which we can 
not say by Eastern European people, and Western European people are similar. First of all, Chinese people 
are quite open, because they see a chance from your side. And when you are a foreigner, like we are, then 
first of all, he might have a chance to get one step ahead of his actual situation by having contact with you, 
by getting information from you. This is number on. But this is all based on this big, big , big population. 
Second, what we have to think is. If anybody is in a very good position in a company. For example he is a 
purchaser of a large company, he is in an amazingly, important position. Why? Because hundreds of people 
are trying to enter him or her, because these suppliers think or try to enter the company. They know there is 
big business, and money and we have the chance to do something. So they are coming day by day to 
hundreds of people that want to sell something to him or her. Or want to persuade you into buying. They see 
that it is rich company and they want to get a piece of it.  
  
AP: So they want to enter the network of the company to personally benefit from it?  
  
ME: Exactly. And this is impossible in China with only a product. You cannot go to China with a product 
and explain: Oh, that’s wonderful. And the people will cry out loud: We are going to buy as this is wonderful. 
You as a person sell yourself in this moment. Whenever you need something, whenever something is wrong 
with your product, whenever there is a feedback, or whenever anything is there. They will come back to you 
as a person. Fronius Austrian, you know how far away this is. This is like for us a company in China. We 
don’t care in reality. And we also have no legal possibilities to hurt this company, or pick it out, or make it 
responsible for any product troubles or whatever. But, if you as a person. He trusts you and you trust him. 
Then is the basic for business given.  
 
CH: What is the difference here, because we have the similar situation here in Europe? Partnership, 
relationship to the customer is also here. 
 
ME: There it goes much further. Here, we always have to bypass a hotline, a company, with the company 
name, or whatever. But there, you bring yourself into the position as a „Pengyou“ - a friend. As a deep friend. 
Why? We always talked about the supplier until now. But what is the benefit of the purchaser, or the 
technician that helps you. This is not only the money but more important is the information he gets from you. 
For example in our case with the welding equipment. This guy is a insider of the company. I train him and 
provide information as it is my interest that he explains to the boss that it is a good machine. Why? Because 
it has a better process, it is more productive. So I train him. So his benefit is the know-how, which makes 
him able to get one step higher inside a company.  
 
AP: So that is a win-win for both. You are selling something and he is in a better position, higher 
salary etc. 
 
ME: Exactly. But you will always find two parties in Chinese companies. Everybody wants to bring his 
‚Queens‘ in the right position. So the question is for the supplier: Which guy you put your effort on. That’s 



103 

the view from outside. The guy from inside sure has the benefit of growth, or he is already in a nice position 
but wants other growth like personal growth. 
 
CH: I can summarize that following. In the past, China was known for cheap, non-quality products. Now, 
China wants to go much more into the export area and therefore have to produce quality products with 
quality machines. Our machines are able to reach these results for their products. From the experience I have 
made in the automatisation, with clients worldwide, the Chinese customers or potential customers recognize 
that all of the big companies are doing this welding or production with Fronius products. This was the main 
reason. In order to enter the market in the oil and gas industry, they had to use a Fronius machine. This was 
the main reason to purchase a machine from Fronius. 
 
AP: I have read that 80% of all the high-speed trains in China are welded with Fronius machines. 
 
CH: And when you speak with a welding engineer or production manager then they are so proud to have a 
system from Fronius. For them it is like a Apple product. To say, we are Apple in welding.  
 
ME: What we also used to see. Usually in the relation to customers, the insider will never stick out a head. 
They will always remain in groups. It is nearly impossible in China, to convince people that much, that they 
stick out their head and go another direction. But that is historically conditioned. It is very risky to get this 
what is more, or think in another direction. Here, we are trained to be creative basically. Our children don’t 
need to know the last sentences of poems or whatever as we try to bring out the creativity. In the Chinese, 
the education system, everybody has to know the same. The better a Child knows, or the better somebody 
finalizes his high school, is only because he has a lot of knowledge in a certain frame. Outside the frame, 
they don’t know nothing at all because they never had the time or get honoured to do something outside the 
frame. They play the piano, or make the best mathematics, try to learn physics, which is very nice. But 
getting outside on a playground, and have the ability to be flexible or get faster is not what the government 
or the parents request. That is totally different to us. 
 
AP: So you differentiate between insider and outsider, and said it is impossible to get into the group. 
Do you think that relationships with Chinese companies, and in general with Chinese are taking place 
on a more personal level? 
 
CH: I can give you a good example. Two, three years ago I sold a machine to our clients. I build a really 
good relationship with them. Each year when I go to Abu-Dhabi to the largest exhibition for oil and gas, I 
met the general manager and always had a very nice talk with them. I always came home from these business 
trips and was really proud to have such good relationships with Chinese customers. I never thought before I 
started to work with the Chinese culture that I could build up relationships with them. Of course, sometimes 
there is the risk that they are not really authentically. Maybe, they only do this to get all the information 
required to build up a machine or build up a solution. Sometimes you have to take care that you are not a 
vacuum cleaner.  
 
AP: You said you had this nice feelings and nice talks. So you were also discussion personal things? 
 
CH: For example the general manager was not talking to me in English. The assistant lady had a nice speak 
with me, made a picture of us together. Then she said now I am your best girlfriend in China. So there is 
really a good relationship in China. Sometimes I had to learn from Michael, because he worked with our 
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agent like a father with his children. Sometimes you have to handle the partner like a child. 
 
ME: That is true. We had this very nice situation that, when I stepped into in the year 2003, our 
representative were 11 or 12 people. Nowadays there are 260 people. So, the growth rate is amazing. But 
when having this time of 10 or 12 people, you are having a lot of good and personal relations. These are still 
the frame people that are in the company. These people took care of me and I took care of them, and that is 
the arrangement.  
 
AP: That is related to my next question. In 2013 the solar panel branch in China had to close down 
because of government regulations. So, did your personal networks help you in this way? How has 
your personal network help you when you were experiencing problems in business? 
 
ME: It is obviously that the Chinese government is having huge protectionism. Local companies, Chinese 
companies are preferred for sure. Just to give you a small example. We got a system integrator in South 
China. This company was announced to be a high tech supplier of industrial solutions. What does this mean? 
In reality this only means that they get amazingly much funding to become bigger and stronger to stand the 
international competition. Nothing more. On the other hand, also Fronius China is now applying as a high-
tech company because we are able to dig very deep into R&D situations. Not that we have a R&D on site, 
but we are also developing and also get funding. For us it is little money, doesn’t matter. But if it is really in 
the interest and there is coming bigger business into the game, the Chinese government protects their own 
companies. The personal relations that could shift, or override such situations are basically limited. 
Government is government and nobody can change this. What they say is the rule, 100%. But, your guys will 
announce that something is coming. They will announce that we should have kind of a solution. Or they even 
announce and make it very sure that it is not that strict and there are possible ways. Because it is in both of 
our interests. They dont want to loose their trading business and I dont want to loose customers in China. We 
go hand in hand and help each other.  
 
AP: Have you ever heard of the Chinese phenomenon called Guanxi? 
 
ME: Sure! This is what we are talking about. „No Guanxi, no money“. Without guanxi you get nothing. If 
we go to China and go just with our machines there and step into an exhibition where we promote. Our 
success would be more than limited. Maybe some international visitors would purchase something from us. 
But a Chinese would not do, would never do. We are foreigners and they do not have a way to us. A 
customer would finally never trust us. It is normal. So we need a middleman, we need a local guy in-between, 
how knows about the customer treatment. What is the customer expecting? How can I keep the customer 
frankly to me? This is a lot of maintenance. 
 
AP: What can you do to get the customer friendly? 
 
ME: Invitations for example. First of all, a normal way, which is very common, is showing face. Whenever 
you go there and have a dinner with your old friends. What they want to check is „are you still align with 
them, or do you prefer a competitor?“. Are you still the guy, whom I can trust? Are we align? Do we talk 
about the same? We have family with Children in the same age, we have the same life situation and the same 
pressure from the market. So I get from him some competitor or additional customer information or some 
information from our experience from the market. You know this is information flow. Within this 
information flow, once there comes the trust. Can I still trust you? Sure! This requires maintenance. Every 
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year, every half a year and even every months. The money shift over has been reduced in the last years, 
depending on the area. In Dongbei, the North-East area, it is standard, quite common and normal. That is 
why we as a foreign company would never step into such businesses. We need somebody in-between. But on 
the East coast, which is a developed area more or less, we could say that here the maintenance in friendship 
is mostly enough. But now, when the West is developing. The potential is exactly the same as like East 
China in the last 15 years.   
 
AP: The main advantage is the port, the seaside. 
 
ME: Sure. This is why the Chinese government is forcing the new “silk road”. Because then also the goods 
are coming from the West. I don’t need to ship them in the country. Saves us a lot of shipping costs. There 
are already cities that are clearly dedicated as logistic hubs in the future. Xi’an at the end of the “silk road” 
and Istanbul on our side. So it is more or less all planned. And it will come.  
 
AP: They have the funds, the money, the power. 
 
ME: They have the power, this is more important. Wherever they borrow money, doesn’t matter. Whenever 
they say it is like this, then it is like this. They are gods *laughing* You cannot change your shift. And 
everyone of there decisions, as far as I remember. Every decision, concept or congress was absolutely clear 
for the country and beneficial for the people in the People Republic of China. When I look back 15 years ago, 
how people sometimes lived. Everybody still has a positive thinking, like I have to go, I want to force and I 
want to do more. 
 
AP: I think that is also the mind-set of Confucianism that you always have to serve your country and 
your company in the best way. 
 
ME: You are a community. And the Han Chinese is a community, which is their success, worldwide. This is 
definitely their success. When the guys are coming over here and going to a Chinese restaurant, there is no 
trouble at all. It is like at home. 
 
AP: Talking about trouble. You have talked about the advantages of establishing guanxi relations like 
information flow and better customer relation. In what ways have you experienced difficulties in 
establishing guanxi relations? 
 
CH: It is difficult to recognize if the customer really wants to have the machine or if he just likes only the 
information, which he will use to make something by their own. So it is really difficult to share always in 
advance. Especially when you have a customer request you do not know exactly if you are in a good 
relationship with them. If it is not an existing Fronius customer than you have to ask yourself if it makes 
sense or if it doesn’t make sense. 
 
ME: Every single information is a benefit for them and they will use it. They will use the information you 
give. 
 
CH: We at Fronius also have persons that have more concerns. They see in China more risk than potential. 
This makes it sometimes also internally difficult. We have discussion in order to build up a strategy to enter 
the Chinese market.  
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ME: One thing is very clear. Seen on the size of the Chinese market. The one who rules the Chinese market 
or is successful in the Chinese market will survive worldwide. We are talking about global acting companies. 
If you loose the market, or struggle in the Chinese market, you cannot catch up. If you loose market share in 
China, you cannot get it back anywhere in the world. 
 
CH: When I was in China the first time in 2010, I´ve seen many BMW, Audi, Volkswagen but no Mercedes. 
I have asked the taxi driver why there are not popular. I think one reason is that Mercedes has not seen the 
chance, the potential to sell their cars in the Asian market. This was not a strong brand. A lot of Chinese 
people want to have a strong brand. I for example have a mobile phone from Xiaomi. They are in the top 3 of 
the largest seller in quantitative of mobile phones. When you go to China, most people have an iPhone. 
When I am talking with the customer and show them my Chinese phone…*shaking head* 
 
ME: Xiaomi is technical wise absolutely advanced. Even when you have higher technology, or more 
advanced thinking. When you get your brand on a top level in China, it doesn’t matter which „shit“ you are 
selling. Sure, it happens that slowly your start will sink. What we have to understand. If I have a market 
share of 50% in Austria, then I sell 1000 machines per year. But if I would have a market share of 5% in 
China it would be already 100000 machines. Thus, we must understand this relation. This is only possible if 
you are able to bring it into a huge range. This American „think big“ is not coming from somewhere. For us, 
think big doesn’t matter because you made your own pact. Specialized for one or two guys and sold it for a 
nice price. Because they were the only one able to produce anything and earned a lot of money. Because they 
were sole users. In China that is absolutely impossible. Even when a company produces something amazing 
where they can make money. All of their employees will leave and found their own company, or go to the 
competitor or make anything with this. This is traditional it is normal. If the employee goes to the competitor 
he will give all the rewards to him. Copying is not something bad in China. When your company is copied in 
China, it is an honour for you. You get the feedback from the market, saying your product is really good.  
 
AP: Can you also relate this to Guanxi. In what ways can deep guanxi relationships lead to a loss of 
reputation in the market? 
 
ME: This deep relation to a customer is more or less a kind of protection for you. This guy is your buddy and 
he relies on you. Even if he tells to his boss after some years. For example, I worked with a company and I 
am fully convinced, it is a super brand. If I prefer another brand from one day to another then your partner 
would not trust you anymore. It is like marrying. You give your trust in this brand basically forever. It is the 
same if one of our sales guys would change to the competitor. He has a lot of customers and he prayed them 
that Fronius is the best for them, and now he comes with another machine. Customers would know the 
reason why, as he now earns more money at the competitor. But I still trust in this. Sure, you are my buddy 
and everything is fine. But I have all my equipment and machinery with Fronius so I do not need you 
anymore, what shall I do with you.  
 
AP: You say you can relate it to a marriage with other companies. Do you then have to risk of being 
trapped in a network, where no mistakes are allowed. If you make a mistake are you loosing future 
contracts? 
 
ME: Yes it has a huge relation to that. If I only transfer wrong information to the opposite in any company 
and he finds out that I trapped him or whatever. All relations will be gone, and your business, your name and 
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your company as well. This is done, forget it. This you should never do! 
 
AP: So it can be that you are unable to take advantages outsides of the network even if it would be 
cheaper for you? 
 
ME: Sure, but then you are not honest anymore. You can change your position and go to a competitor if their 
processes for example are better. But you have to explain this. If anyone of your sales guys changes the 
company because he had some troubles internally but if he is able to explain this to the other company. Sure, 
why not. But, when you only just step from one side to the other one… I could not imagine that at all the 
companies colleagues and bosses are bad. So you loose your reputation. Maybe one time it is working, but 
step-by-step you are loosing reputation. 
 
CH: Does it happen often that one of our guys’ changes to competitors? 
 
ME: No actually not. Of our 260 employees of our representative I would say about 10-12 guys have left and 
went to competitors in the last 15 years. Because they can rely on our brilliant education system.  
 
CH: When a person of Fronius left our company, they started in a completely other branch usually. It is not 
often that someone changes from Fronius to a competitor. Fronius has a position where we are, the strongest 
brand in welding. There is nobody else. It is a family based company. If you change to Lincoln, an American 
company, you do this for money to get better paid, but it is a step down.  
 
ME: Also the customers know that. They are looking, which kind of company is yours. Is it stock listed or 
private. Already there, the customers start thinking.  
 
AP: In what ways have you experienced that establishing guanxi relationships can take a lot of time, 
effort and therefore are more costly as if you would not have established them? 
 
ME: It must be clear for a sales guy, how much investment he is willing to do. You have to check first if it is 
worth. When buying one or two machines, you cannot invite the customer every second week. In railway 
business for example, 80% of all high-speed trains are welded with roughly 1500 Fronius machines. There is 
enough budget and money for establishing guanxi. These are our representative deals. It is required. 
 
AP: And it is Chinese guys who are in charge of establishing guanxi? 
 
ME: Chinese guys and also our guys from Fronius. We do not know anything about the money but I 
continuously have to meet and greet and welcome and having dinner together with some of the higher 
positioned managers regularly. It is normal, continuous. Meeting them at the exhibition or sending some 
typical Austrian gifts. This is very common. And this is the guanxi maintenance. It is very common. 
 
AP: Without this you would never get a footstep in the market? 
 
ME: No, never. Without this, never a footstep in the market. And without that you would also not remain 
into your actual position. Never, impossible. You always have to maintain, always. 
 
AP: How would you in the future work with guanxi? 
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CH: For us, guanxi is usually not common. It is very tough to explain to our management, for sure.  
 
ME: But on the other hand, guanxi is a Chinese habit. I am not only responsible for China but also Korea. 
This guanxi mentality comes more and more. Sure, Korea is totally different but even all over Asia, I feel 
that such relations and such trust in each other and maintenance and having a good relation is coming more 
and more. The benefits are higher than in a standard business relation. Even if I call that guy and ask „How 
are you, is everything fine“. Here the sales guy usually calls and says „Hey, we have a product, can I show it 
to you?“. It is all business related. You wont get any additional idea. When you have somebody and need 
somebody for maintenance talk then you talk about anything and everything. But when it is is all related to 
have a hook on your product or service, than the customer is not open to you. He maybe will then time by 
time show you pictures from holidays. But it is all quite limited. In guanxi, you exchange each other about 
the philosophy, about the idea, about the question of „who am I?“. He also opens. It fits brilliantly into my 
mind-set and idea of future business conduct. 
 
CH: From my idea of automation I need this customer intimacy to our agent. As long as our agent is 
convinced about our technology and opportunities we have together to make profit. They start running to 
search any potential aligns. Without having this relationship you cannot have sales. 
 
ME: And especially in you as a person. For example, we had 4 months when Christian was not working for 
Fronius. Immediately, requests or possible business cut off. Immediately. Even though we have explained 
that there is his replacement, which is friendly, supporting and helping. 
 
AP: So you would say you cannot transfer a guanxi relationship? 
 
ME: Impossible! You can introduce somebody new. But it would never work if you just say ‘this is now a 
successor of Christian and I am sure you can work very nicely together’. It only works if you say ‘I bring 
you that guy’ and then we go for a tour of a week together. Within this week it is not that important what the 
customer is looking for or what potential you have. They want to check you. They want to check who is the 
guy on the other side. For example, they can fully trust Christian. But his does not come from emails or a 
telephone call but from the situation of being with the customer and augmenting together. For example, this 
welds people together. When you have the same mind-set, or show the pictures of your children. I have been 
at the exhibition and there was standing a fancy car. „I would like to go with that car“ and the Chinese guys 
also says „Yes, me too“. 
 
AP: So it is those small minor steps that make the difference? 
 
ME: Yes, which make a complete picture. Christian, please explain from your perspective: How long does it 
take to reach such a level of trust? 
 
CH: It took me probably mostly 1,5 years. At the beginning they tried to check me and I was completely new. 
I could not give them always the answers at the same time, as I had to call my technician. Of course, I 
increased also my technical knowledge. Through this, the people trusted me in another way. But also, I 
would say the relationship is sometimes more important than having all the technical information. I never 
thought that you could have a Chinese friend. But I would say that I have minimum 2-3 guys at our 
representatives, that I have full trust and a good relationship. When I left Fronius for the 4 months, I was in 
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contact with them. We frequently had a small chat on the phone. It was very funny for me. When I started 
again, 2 days later I was already at the exhibition, which is only every 4-year. I met the general management 
of our agent in China, which is located in Hong Kong. This guy is nearly 62 years old. When I met him, I 
could feel the good relationship. He told me „Yeah, Christian good that you are back again. We missed you“. 
This personally convinced me that this was the right step I took to go back to Fronius. You can learn such 
culture topics. When I started to work in the Asian market I was not happy. My boss told me that I had to 
take the responsibility. I thought it would be tough. In the beginning I was always next to Michael and I 
learned from him, how to have a good relationship with the Chinese partner.  
 
AP: Perfect, I think then all the questions were being raised. Thank you so much for the interview and 
insights.  
 
CH: Whenever you have additional information, you have our mobile numbers. It is also nice for us to share 
our experience to others. It shows me always, when I am talking about my job in the Asian market, that I get 
more and more motivated to do.  
 
 
 
 
Appendix 8: Transcribed Interview with Engel 

Interview with Thomas Auböck, Leading Sales Manager China 
 
Interviewee: Thomas Auböck 
Company: Engel Austria GmbH 
Position: Leading Sales Manager China 
Date: 11.22.2017 
Place: St. Valentin (Austria) 
Duration: 63 minutes 
Anonymous (Yes/No): No 
Recorded (Yes/No): Yes 

 
AP: How long have you been working for this company? 
 
TA: I´ve been working for Engel since 1993, so already 24 years.  
 
AP: Can you shortly describe your role in the company? 
 
TA: I am a sales manager here in Austria. During my time in China, as the head of sales for Engel China I 
was responsible for managing the countrywide sales of B2B injection moulding machinery.     
 
AP: When was the time of entering into China? 
 
TA: Engel machinery in Shanghai was founded in 2005. Today, there are more than 500 staff members in 
China. I moved to China in 2006 and worked there for the period of six years. I've been back for another five 
years now. The country is changing rapidly from year to year.    
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 AP: What have you experienced as the most unique aspects of doing business in China? 
 
TA: Most unique aspect? I think there is not really a unique point, its basically the complete business 
behaviour in China, is completely different. It´s very much relationship-driven and not so much business-
driven. Price is a big topic. So if they really want to get something they pay whatever you charge them. For 
our products it is a highly competitive market. You cant really say it is unique because business behaviour is 
completely different market to what you are used to in Middle Europe or in Europe.  
 
 
AP: Based on this question, which actors (e.g. suppliers, partners, customers, competitors, 
government…) does your company have a relationship with in China? 
 
 
TA: In the moment our customer base in China is still about 1/3 with existing and well-known European and 
American companies having branches in China. But around 2/3 of our customer are already local companies. 
Our main market in China is Automotive, so this is automotive, Tier 1 and Tier 2 suppliers and OEMs 
(Original Equipment Supplier) (OEM). We are supplying to all major Chinese Tier 1, Chinese Tier 2 and 
also OEMs like Great Wall motors, Chery (Quirui) and all the big OEMs in China. And of course from the 
supplier base we still ship the main components and core components from Austria. But also around 1/3. 
And 2/3 we source locally. All the casts, frames, steel, screws, pumps etc. are sourced locally from local 
suppliers. Our hydraulic supplier also has a branch in Shanghai for example. Thus, it is a bit of a mix what 
we source from. Some of the hydraulic blocks, wheels and pumps and so one we source there. So it's a mix. 
Cables for example is very interesting thing. Standard cables for example cannot be bought in China. As no 
one in China produces CE certified cables, which allows to CE certify the machinery. Engel of course keeps 
the CE standard, no matter if CE certification is needed in the receiving country. So we have to import all the 
cables from Europe. These are the small things. Electric components are extremely difficult to be shipped 
from Europe to China. There are extremely high regulations and the Chinese government is pushing hard to 
buy local stuff. But, the local products are often not CE certified. This is the reason, why we keep our 
supplier base. For shipping within China we work with purely local companies. It doesn't make sense to 
work with high end companies for shipping. The machine, which is in China, when we talk about export, 
because we are also exporting from China to Southeast Asia, India, Japan, Australia, and some machines to 
South Africa and South America. For these exports we mainly work then with the big international shipping 
companies.  
 
AP: UPS, DHL? 
 
TA: No, no these are real man machines. We are talking machines that weight up to 100 tons. So these is 
then the big special transport providers, so were not talking about containers. 
 
AP: So mainly I´ve heard relationship to suppliers, and relationships to the shipping companies? 
 
TA: Everything. We have Chinese customers. It is always a mix. It is not that we only work with that or with 
this. Its always a mix that we work with local suppliers, with international suppliers, with Austrian suppliers 
and the same on the customer side.  
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AP: What was the specific intention for building relationships with Chinese businesspeople in contrast 
to what you would do with Austrian business people like suppliers, customers, competitors? 
 
TA: On the end of the day, the basic idea of making business is the same. The customer wants to buy a 
product, and they need the machine for it. We want to build the machine and so we need a product from out 
suppliers. So the basic idea is completely the same. Making a business is a different story. In China, the 
value of trust is different. People are quite eager to rip you off. The personal relations are more important. 
Here in Europe you invite the person and you sit together for two hours you discuss the things and you buy it 
or not. In China you need to meet more often to build a kind of a  relationship. You need to go out for dinner, 
for lunch. So, the social factor is much higher in China as it is here.  
 
AP: And did you learn this in advance? 
 
TA: No absolutely not. I had eight weeks time to pack my stuff and then I learned it in the field. 
 
AP: Did you experience difficulties and then you learned it? 
 
TA: Of course. It was always trial and error. It took me some time. In Europe if I promise something then 
people expect that I keep that promise. If I promise a certain performance, the Chinese customers, on the 
other hand, expect not 100% but 50% or 60%. If I deliver 80% or 90% it is already good enough for them. 
Cycle time, for example is a big topic in our industry. If I promise in Europe a cycle time of 40 seconds, but I 
have 41 seconds, I fail and get problems with my customer. In China, if it is 40 seconds and I reach 45, it is 
good enough. So it is a different expectation and a different behaviour. 
 
AP: In what ways have you build trust with the Chinese people after you have experienced that trust is 
important?  
 
TA: Building trust with Chinese people is extremely difficult because the Chinese culture is a kind of… Lets 
say: Ripping off people is a game. In Europe, if a supplier rips you off, you would most probably not buy 
from him anymore. Otherwise if there is no choice. In China, it is different. If I succeed to. … Rip off is 
maybe a bit hard word, but if I cheat him a bit, he will buy again next time. Because otherwise, the other 
people around could think that he got cheated and then he is loosing face. Thus, it is a bit more complex 
thing with loosing face. 
 
AP: That's interesting. Do you think it is easier for Chinese to say that it's a Western company that 
failed so they are loosing face? 
 
TA: Not really. In the end of the day, we had our local staff for the daily business. Most of our customers 
don't speak English. So, the language barrier is extremely high. It is getting a bit better nowadays. When I 
was there in 2006, a was sitting with my local people in the meeting that talked three hours in Chinese. Then 
my salesman kicked me under the table I said “yes” (LOUD), and on the way home I asked him : “What did 
I promised now?”. Thus, the trust from Chinese people against European people is higher, as the Chines trust 
among each other. A Chinese person is trusting a Chinese person not as much as a Chinese person is trusting 
a Western person. 
 
AP: So if you fail two or three times it doesn’t matter? 
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TA: Of course, you’re losing your reputation quite fast. That’s clear.   
 
AP: How has your personal network helped you when you were experiencing problems in business? 
 
TA: My personal network was 95% with other European companies. So I was kind of … what we call here 
in Europe: a non-integrated foreigner. So privately, to be honest I didn’t have one Chinese friend. There was 
a group of mainly Austrian and South Germans and Swiss guys, and we always have been at the same places. 
All surrounded by other European people. Like an expat lifestyle. This relation was not really there. I had a 
good relationship with my local stuff. So, all of the key people there are still there. Still working for Engel in 
China in Beijing, Shanghai and Shenzhen. But the Chinese network was not really there.  
 
AP: Was the government push you to buy locally? 
 
TA: Not really. It was our own push. We started out first plant in Asia in 2000 in Korea. What we learned in 
Korea was that we have to localize. Not only for price, because our target was never to be cheap in China. 
Our target was always to be local, to safe transport time and also shorten the lead time. If you import 
everything from Europe you can not assure the lead time. The push to localize was by ourselves and in terms 
of lead time. This was the main push. If you buy cast nowadays in Europe, or if you buy it in India, Korea or 
China. There are only some minor differences prise wise. Also when the steel prices were fluctuating. We 
had partly times when the cast pricing was cheaper in Europe than China. This has now changed because 
most of the foundries in Europe closed, because the margins on the Ferro cast is there too low. Some of the 
foundries stepped out of the business and left this market to China. It is always not just one reason but 
several reasons for certain decisions. 
 
AP: In Europe you are a key player in your business field. In China is competition higher? 
 
TA: In China we are a niche player. Just to give you a bit of a feeling of the market. The global market for 
injection moulding is 70.000 machines build. Thus this is the market size. 2/3 of the world market is in Asia. 
In Europe we have an overall market share of 5.000 machines. In Europe we have a market share of around 
30%. In some machines we have a market share in Germany of 65-70%. In Asia we are getting around 20% 
of our turnover by producing 1.000 machines. Thus, the overall market share is under one per cent in Asia. 
On the other hand we are talking of relevant market as we will never compete with a cheap Chinese copycat, 
as we do not have a chance. It is always what market I´m looking at.   
 
AP: How are the Chinese social norms, unwritten social codes and customs influencing the way 
business is conducted? 
 
TA: That is easy. Eating, eating and eating. Whenever you have a conduct, you have to have either lunch or 
you have to have dinner together. That are the main social tasks.  
 
AP: So I guess after 5 or 6 years you knew already how the game works? 
 
TA: You learn the social codes and norms really fast. The Chinese have to eat at 12 o’clock and 6 o’clock. 
For example. When we started the plant we started from scrap. In the beginning we moved in with 10 people 
and ordered lunch. We got it delivered in a plastic box. The food was quite okay. As we got bigger, we got 
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more and more people and ordered more and more lunch and everyday lunch arrived later because of the 
amount. In the beginning 12:30 and later 12:45. People even quit, because the lunch was not there at 12.00 
sharp. I played it easy because whenever we had a critical meeting with the customer, I always laid the 
meeting around 11 or 4:30 because I knew we will be meeting for maximum one hour and the it’s forgotten.  
 
AP: So people were really quitting because lunch was late? 
 
TA: Yeah, you can see this phenomenon everywhere in Asia. Here in Europe if I skip lunch, I skip lunch 
because I don't care.  
 
AP: But for them it is also a social behaviour, a social connection, where you build trust? 
 
TA: Yes absolutely. Especially in West China and Especially in Central China it is ‘baiju’ drinking. They 
really fill you up with this terrible Chinese ‘Schnaps’, called ‘baiju’ and made of rice. They fill you up. 
When you are fully drunken it is ok. You can vomit in the room no matter what. This is the way to make you 
drunken. A little bit in the sense that drunk people and Children say the truth. Then you suffer for three days 
but therefore you have a better connection. 
 
AP: How do you think have your relations to other firms influenced your business activities? Please 
structure your answer between stakeholders. 
 
TA: In terms of sales not at all. These are so different worlds, that we have maybe one or two suppliers. This 
is more on an international basis. Continental for example produces rubber hoses and they expect that we 
buy a certain amount of things. Yet, this is not really influencing the business.  
 
AP: How is your company benefiting from engaging in relationships with customers? 
 
TA: Eating. Yeah Eating. They always have to go eating with somebody, which is the big difference. When I 
want to sell a machine, there needs to be a demand. No one will buy a machine if there is no demand. And 
you need to create certain awareness. These are the normal stages how it is in every business. How you build 
up and maintain the relationship is different between Europe in China. In Europe you meet in the company, 
while in China you go eating. Fancy eating and goose feet and all these nice things. In the business are I need 
a demand. You can sell a motorbike or fancy car or whatever with no demand. But the customers in the 
industry, especially automotive, get an order from a Tier 1 or OEM asking for a production over the next 
seven years. For example 50000 bumpers for the new Volkswagen Troc, or whatever. They know that they 
need to buy certain equipment before the process is starting. But we don´t know all the customers producing 
with our equipment, which makes it difficult to build relationships.  
 
AP: 7 years is a quite long time. Are you meeting the first year and in the last year or also in-between? 
 
TA: We sell the machine once and the machine is done. Machine lifetime and especially for the large ones is 
easily 20 years.  
 
AP: But the machine is getting to the customers. Do you then engage in relationships with them? 
 
TA: Relationships are done anyway, which is the same in Europe. In Europe, in contrast to China, is in terms 
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of active customers. This is different from industry to industry. In our industry in Middle Europe an average 
salesman is taking care between 100 and 200 active customers, which were buying equipment within 4 years. 
This is our definition of active customer. In China, in contrast, a salesman can handle only 50 active 
customers or less, because you need more visits and more going out for lunch or dinner. This is the different 
behaviour. We are visiting the customers regularly. When there is a service complaint it also comes to sales. 
There is of course a difference. The customers are not regularly. The are buying sometimes more and then a 
year nothing because they have no project. Or sometimes they have equipment and the machine. And when 
the next model of a car is coming after 7 or so years, and if they are lucky and get the next model as well, 
they can use the old machine for the next model. It is not a stable line. Also when we calculate the size of a 
cast, we don´t look over one year we always look at the last 3 years to get a certain average. The average of 1 
year doesn’t say anything. And although the average of 3 years is also not perfect, it is a much better number. 
 
AP: And as you said having dinner regularly sounds nice. Have you also experienced difficulties when 
establishing relationships with other companies? 
 
TA: Such questions are very abstract for me. I don´t see it as an isolated thing. This relationship thing is 
coming automatically. And I don’t say now: I have to visit seven times and count every time I go. It is more 
a floating thing. And of course you always have difficulties making new contacts. In China it is the language 
barrier, which is the first big thing. I speak just limited Chinese. Most of our customers speak rarely English. 
So you always have a translator. Either my colleagues, the salesman, speak quite good English. Sometimes 
the customers have an interpreter. A young person is there and they try to translate. Their English is 
sometimes really good, but if you are not in the Industry, you don’t know some words. In addition, Chinese 
is a very old language. It is already 5000 years old. We are talking about high-tech machines and there is for 
example no word for a CPU card in the Chinese language. There are many, many, things on a machine where 
you simply don’t have a Chinese word. Even when two Chinese talk to each other makes it so difficult to 
communicate properly. Also Chinese is a very simple language. You don’t have the tenses. You just say 
sentences and if you want to ask questions you put ‚ma‘ in front. If you would like to say ‚I have been at the 
doctor yesterday‘, you simply say ‚I go to the doctor, yesterday‘. So, from the grammar, the language is 
really simple. The characters and writing makes it difficult. English for example is quite a clear language and 
even more accurate than German. Chinese, on the other hand, is more colourful. They are using a lot of 
comparisons and synonyms. So it is really difficult to talk technically in Chinese. Especially if you have an 
interpreter in-between, who is not from the industry and doesn’t know the word. That is the main problem. 
 
AP: So I guess it is also connected with higher costs as you say you have to go to dinner etc.? 
 
TA: No this is not really a cost factor in our industry. The best example is however, that the word „No“ does 
not exist in the Chinese language. You can say either ‚I don’t have‘ or ‚I cannot do‘. When I have 
negotiations in Europe and they tell me a price I say simply ‚no‘. But here this is not possible because they 
don’t have the word, which makes communication very, very difficult. 
 
AP: I´ve also heard that if a Chinese manger gives his workers a task, and they have not understood 
the instruction clearly, they do not ask the manger to repeat. 
 
TA: This is starting in school. I joined the summer school programme and I have also been at the university. 
The Chinese is standing in front of his students and if there would be a green wall or read wall instead, no 
one would say anything. And the professor is standing there and everybody is listen nobody is saying 
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anything. It is always this one direction. Also when they were children it is already a different behaviour. I 
would say this is most important to understand how the culture works. For example when I started in China I 
had an assistant. Luckily, I taught her quite well. After two years she was able to say no. In the beginning, 
however, she said ‚you are the manager and if you tell me something I do it’. I didn’t know the Chinese rules 
in the beginning. Thus I said, if I provide someone with a task, which is not ok in China they should tell me.  
 
AP: In what ways have you experienced the risk of being trapped in the network? In the sense that 
you are getting very close and in the end you get this feeling that you can not really escape from the 
network? 
 
TA: Not at all. How should I get trapped? We have our partner and there are many suppliers. Of course we 
have our preferred suppliers, but that does not mean that we do not work with others. Or in some field I have 
my preferred suppliers. For example there is this Italian company. They do all the dryers and feeders and 
they also manufacture other equipment. They also have a plant in China in Suzhou, which is not far away 
from our plant. We work close together. If a customer tells me I want to have this or that equipment then we 
take the offer. On the other hand, when we have an exhibition where we show something special, than we 
also work with others. I think this is normal in our industry that you have some preferred partners but you 
can not exclusively because the industry is simply too big.  
 
AP: So you are not loosing face if you are making the wrong decision? 
 
TA: Of course they are getting disappointed, especially when you are working close together. But in the end 
of the day, everybody understands more or less, that the industry is big. For example, if you produce a 
machine of bumpers we can not only supply to him. There are probably 100 other companies as well and 
each of them of course expects to get the best price and better service. But this the normal game.  
 
AP: Have you faced the risk of being excluded from your network because you have delivered the 
wrong quality for example? 
 
TA: We don’t have the problem of the wrong quality. But of course there is always something happening. 
Service for example makes a failure or didn’t react fast enough or it took them too long to find a problem. Of 
course it happened that the customers are not buying an Engel machines anymore because the service is bad. 
For whatever reason. But this problem we have in Europe and in the US as well. There is always this 
personal factor. For example the owner makes a decision and production people want another machine. But 
this is not related to China. This you have basically everywhere in the world. People are buying the machine 
to buy money. In the end, the machine has to run 24 hours a day, everyday a week over a period of several 
years. You need certain maintenance of course. Sometimes you have a problem, like a breakdown of a 
bumper or a broken sensor. These are the normal problems. In most of the cases, however, we are reacting as 
we have spare parts and change and repair it. Sometimes, the service engineer has a bad day or whatever. 
You know, shit happens. That is the normal. If you have a problem with your car you go to the garage and in 
90 per cent of the cases or in 98 per cent of the cases you pick it up in the afternoon and the problem is 
solved. But there are always cases where the mechanics does not find the problem. Either he has a bad day, 
or your car is too old or whatever. 
 
AP: In what ways can for example relationships with competitors, or other stakeholders be perceived 
as bribery or even corruption? 
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TA: You have of course contact with the competitors. You see them on fairs or on the bidding, which is a 
classical thing of making decisions in China. There you meet with them and talk with them quite normal. I 
would say this is the same as here. Our market is big and therefore it makes not really sense to talk about 
prices. This is not done. Bribery in our industry does basically not exist. Most of our companies are privately 
owned. And bribery makes only sense for government owned companies and even in China, most of the 
companies are privately owned. So, this is not really a topic.  
 
AP: From what I have read, most companies are already privately owned. But key operators are 
sometimes still government owned. 
 
TA: Key industry is partly owned by, or the government gives the money or whatever. Those are not really 
our customers. Automotive industry are not free and have to have a Chinese partner with 51 per cent. But 
government is not involved in tier 1 suppliers anymore. There are some medical companies when we talk 
about that. But I was never involved.  
 
AP: How can relationships with customers negatively effect firm performance in general? You have 
already said it is harder to build trust, it takes time to have dinners, the language barrier. But besides, 
is it that you are loosing opportunities because you are engaged in the network that deeply? Do other 
services get a better service from the government? 
 
TA: We cannot compete pricewise with the Chinese companies at all. Our biggest competitor in China is 
building around 25000 machines, while we are doing 5000 machines. But they are doing less turnover as we 
do. So pricewise we have no chance to compete. Our strategy is quality and performance. If you buy two 
cheap machines and you get the same output as one Engel machine can provide, than you can calculate. We 
win the race basically via quality and performance. This is clearly our approach. Not only in China, but 
everywhere. Everybody knows that an Engel machines lasts for 20 years. And even in China you also get 
spare parts for a 20 year old machine. This is how we compete in the Chinese market. In China you have the 
called CCC standard, which is the norm. The safety standard CCC is 89 per cent identical with the CE. 
Nobody cares about. But the law is more or less the same like in Europe. More or less it is identical. It is 
quite easy to get a CCC approval if your machine is CE approved.  
 
AP: If you say the major parts are also getting manufactured in Europe. 
 
TA: These are not only the parts but also safety standards. If you open the door, for example, how high is 
your safety gate or how far is your safety gate away from the dangerous points. And so on and so forth. It is 
not only what components you are using but how you are using them. They also have many products with 
the CE sticker on it. But it means Chinese Exports and not CE safety standard.  
 
AP: Have you heard of the Chinese phenomenon guanxi? 
 
TA: Oh yes, the guanxi thing. That is really, really important. But also really difficult to understand. But 
very important. It is basically explained like: I need something and you have a friend who helps me. So this 
guy helps me and I owe you something. These are the big, big, big circles through the complete life. Guanxi 
is everything. With family, friends, classmates, with whomever. To be honest, I didn’t really get it 100% 
how it works. I think for a non-Chinese it is quite impossible to really understand.  
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AP: Did you try to understand? 
 
TA: Yes, I tried hard to understand. You know, I was travelling a lot with my local salespeople. You know, 
when you drive the car, take the train or wait at the airport you have a lot of time to talk. They tried to 
explain it to me, but I have not really got 100% of the guanxi system 
 
 
AP: If it is that important did you try to implement it into your business? 
 
TA: You are a foreigner and thus will never be Chinese. You have no chance at all. Maybe if you speak the 
language properly, and if you are there for 15 years and if you are married with a Chinese wife and have 
Chinese children and so on, over the time you will of course get in the circle. But as a foreigner if I say I 
conduct some business there and you live in your expat community thing, then… 
 
AP: Hard to learn, hard to understand…? 
 
TA: No, I mean in the end of the day it is not that important. The Chines are quite easy. I was living there for 
6 years and really was not integrated. But I never experienced it like you would in Austria for example, 
where people think you look different, your skin is different. They were always very curious and they always 
want to talk with you and learn and make photos with you. But, I never ever experienced that I got treated 
with hostility. I never experienced that somebody was violent or said „you as a foreigner should go out here“. 
Not at all. They are very curious and very open.  
 
AP: So you think because you had this foreigner bonus guanxi was not that important in business? 
 
TA: Yeah absolutely. In China you definitely have this foreign bonus, which is a bit different to here. 
 
AP: Do you think that guanxi would help increase firm performance? 
 
TA: Basically we had the same guanxi in our European community. We European know each other and this 
guy knew somebody. So in a smaller scale we had this in our European expat community as well. But I think 
that is normal. It doesn’t matter whether you go to China, Spain or the US. When you are from Austria, you 
always will look around for other Austrians, Germans or Swiss guys and build up your community, which 
helps yourself. This is not really a Chinese thing, but this is the same in the US, England, Sweden… doesn’t 
matter where you go. 
 
AP: What do you think is the main issue with guanxi, as a westerner coming to China? 
 
TA: I think it is not a problem. You need to learn it, understand it and then you simply live it. It may take a 
while to get how it works. It is of course stopping you sometimes because you have to, for example from a 
company perspective, the local people, team leader or plant managers have to hire certain persons. No matter 
if they are fitting into the company or not. We had for example the daughter of the fire brigade captain of the 
district where our company was. We had to hire that girl, even if she was not suitable for the job. But we 
hired her, and when we started the company and got all the permission and the fire check and everything. We 
didn’t have any problem.  
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AP: And this is not a problem? 
 
TA: It is not a problem, it is more a solution. This is simply a solution. You need sometimes a lady on the 
reception, where it is not that important how clever she is. You have a certain percentage of people like that 
in the company. But this is ok. 
 
AP: If you would go back in China and live another 7 years or longer there. How would you work with 
guanxi in the future? 
 
TA: Of course. Let the locals do it. Do not get involved and get the locals’ do it. They have to run the 
business, they have to hire the people, and they have to deal with presents. As a foreigner if you get involved 
too much, you have no chance at all. On the end of the day, you have a hand full of foreigners. But most of 
the department leaders and team leaders are local people, which have to run the team. If I get involved too 
much, how would they handle that?  
 
AP: With local people you mean Chinese people working for Engel? 
 
TA: Exactly. They have to build up the team. 
 
AP: To sum up, are there any issues related to guanxi that you think are important to mention? 
 
TA: As I said. Guanxi is a big part of China. And the local people do it. Don’t stop them and let them do. Of 
course you have to monitor them a bit that it doesn’t get too much. When you are involved you simply 
follow and do your part.  
 
AP: So a big thing, in China, a big thing for Chinese, but as a Westerner you shouldn’t involve too 
deeply? 
 
TA: This was my biggest mistakes I made in the beginning. I was responsible for the sales and we increased 
our sales fore. Basically for a salesman you need three things. You need to be technically on a good level. 
You need to have sales skills, because sales skills can not really be learned. And you need English. In the 
beginning I always thought that English is most important. We have the regional managers, which of course 
need to talk English. My idea in the beginning was that the locals in the field also need to speak English. 
That was the problem in the beginning. I got too much involved. I wanted to talk directly with them and train 
them. But it is impossible to find a person that is technically good, has sales skills and is good in English. So 
you always have to cut at one of that three skills. In the beginning I always thought they are all important. In 
between I said forget it. Forget English and let the locals do. If they are good, they learn English really fast. 
We had this one guy, Bob, which we had 4 years ago. His English was not existing, besides saying Hello and 
Good Day and Good Night. Although his speaking is a bit difficult, he is really good in writing. These are all 
the phases that you have to learn. Communication is, not only important in China, but the same in Europe, 
Austria and the US. It is communication, communication and communication. What I am saying and what 
you are understanding. That is the main topic. And most problems come up with wrong communication; not 
just in private but also business. 
 
AP: Perfect, thank you!  


